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Chapter Tax 2
INCOME TAXATION, RETURNS, RECORDS AND GROSS INCOME

Residence.

Reciprocity.

Corporation returns.

Information returns and wage statements.

Transfers of capital stock, information return.

Earned income tax credit.

Returns of persons other than corporations.

Claim for refund on behalf of a deceased taxpayer

Reproduction of franchise or income tax forms.

Copiesof federal returns, statements, schedules, documents, etc.
to be filed with Wsconsin returns.

Notice by taxpayer of federal audit adjustments and amended
returns.

Credit for sales and use tax paid on fuel and electricity

Amended returns.

Property located outsidei®¢onsin — depreciation and sale.

Compensatiomeceived by nonresident members of professional
athleticteams.

Recycling surch@e — gross receipts defined.

Apportionment method.

Alternative method of apportionment.

Separate accounting method.

Permission to change basis of allocation.

Apportionment in special cases.

Apportionment of business income of interstate air carriers.

Apportionmentof net business incomes of interstate motor-carri
ers.

Apportionmentof net business incomes of interstate railroads,
sleepingcar companies and car line companies.

Tax 2.48 Apportionmentof net business incomes of interstate pipeline
companies.

Tax2.49 Apportionmentof net business incomes of interstate finance-com
panies.

Tax 2.50 Apportionmentof net business income of interstate public-utili
ties.

Tax 2.505 Apportionment of net business income of interstate professional
sports clubs.

Tax 2.82 Nexus.

Tax 2.87 Reductionof delinquent interest rate under s. 71(13(b), Stats.

Tax 2.88 Interest rates.

Tax 2.89 Estimated tax requirements for short taxable years.

Tax 2.90 Withholding; wages.

Tax 2.91 Withholding; fiscal year taxpayers.

Tax 2.92 Withholding tax exemptions.

Tax 2.93 Withholding from wages of a deceased employe and from death
benefit payments.

Tax 2.935 Reductionof delinquent interest rate under s. 71.20 (5) (c), Stats.

Tax 2.94 Tax—sheltered annuities.

Tax 2.95 Reportingof instalment sales by natural persons and fiduciaries.

Tax 2.955 Credit for taxes paid to other states.

Tax 2.956 Historic structureand rehabilitation of nondepreciable historic
propertycredits.

Tax 2.96 Extensionsof time to file corporation franchiser income tax
returns.

Tax2.97 Earned income credit eligibility

Tax 2.98 Disaster area losses.

Tax 2.01 Residence.

Individuals claiming a change of

residence, i.e., domicile, fromig¢onsin to another state shall
file form 1-827, “Residence Questionnaire”, or the“Residence
Questionnaire’'which is a part of the INPR income tax form,
with the Wisconsin department of revenue by attaching it to their
Wisconsinincome tax return for the year they claim to have
changedresidence, and shall furnissther information the
departmentnay require.

Note: Form [-827 or form 1INPR may be obtained from the Departmée\od
nueat4638 University Aenue, Madison, or from any other Department of Reve
nueoffice located throughotube state, or by mail request tasébnsin Department
of Revenue, ®. Box 8903, Madison, WI 53708.

Note: Section ax 2.01 interprets s. 71.02, Stats.

History: 1-2-56; r(1); renum. (2) to bél); renum. (3) to be (2) and am., Regis
ter, Septemberl964, No. 105, &f10-1-64; am. RegisteFebruary 1975, No.

230, eff. 3-1-75; r (1), renum. (2) and am., Registéuly, 1987,No. 379, €ff
8-1-87;am. Register~ebruary1990, No. 410, &f3-1-90.

Tax 2.02 Reciprocity.

(1) PurPose. This section

explainsthe reciprocity agreements betweerist@nsin and
otherstates.

(2) Derinimions. The following definitions pertain only to
Wisconsin.Definitions of the same terms in other states may
vary. In this section:

(@) “Personal service income” means all salaries, wages,

commissionsand fees earned an employe and all commis
sionsand fees earned by a self-employed person in the conducby Wisconsin and Indiana.

of a profession or vocation. Personal service income does not

includeincome derived from activitigavolving the substantial
useof capital or labor of others.

(b) “Resident” meana natural person who is domiciled in

this state.

(3) WisconsinLaw. (a) Under s. 71.05 (2), Statmgome
earnedby a nonresiderihdividual for performing personal ser
vices in Wisconsin shall be excluded fromis¥onsin gross
incometo the extent the individual'state of residence imposes
anincome tax on thpersonal service income, if the state of-resi
denceallows either of the following:

1. A similar exclusion for personakrvice income earned
by individuals domiciled in Méconsin while working irthat
state.

2. A credit against the tax imposed by that state on the per
sonalservice income equal to thei&donsin tax on the personal
serviceincome.

(b) Under s. 71.64 (8), Stats., asdbnsin employer of a nen
residentindividual residing in a state with whichi¥¢onsin has
areciprocity agreement under sub. (4) need not withhatld W
consinincome tax from personal service incoesened in Wé-
consinby the nonresident.

(4) AGREEMENTSWITH OTHERSTATES. (&) Wsconsin has fer
mal reciprocity agreements with:

1. Kentucky for the years beginning on and after January
1,1961.

2. lllinois, for the years beginning on and after Jandary
1971.

3. Michigan, for income earned after October 1, 1967 and
yearsbeginning on and after January 1, 1968.

4. Minnesota, for the years beginning on and after January
1,1968.

(b) Wisconsin practices reciprocity with Indiana, since prior
t0 1960, on the basis of an informal agreement and acquiescence

(5) EFFecT OF RECIPROCITY. (@) Personal service income
includedunder reciprocity agreements is taxed by an emoye’
stateof residence rather than by an emplsystate of employ
ment.Wisconsin will not tax personal service income earned in
Wisconsinby residents of states with whigtisconsin has reei
procity, and those states may not tax personal service income
which a Wisconsin resident earns in thostates, except as
describedn subs. (6), (7), (8) and (9).

(b) For personal service income included under reciprocity
agreementsan employer need only withhold income tax for the
stateof residence of an employe.
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(c) Federal law regulates withholding on wages earned by
employesengaged in interstate transportation activities.

Note: Additional informationon withholding on wages earned by employes
engagedn interstateransportation activities may be obtained by writing te-W
consinDepartment of Revenu€ompliance Bureau,®. Box 8902, Madison, WI
53708.

(6) PROVISIONSOF AGREEMENTWITH ILLINOIS. (@) The reei
procity agreement with lllinois is limited to “wages, salaries,
commissions,and any other form ofemuneration paid to
employedfor personal services.” Howeyehe agreemertdoes
not extend to fees of lawyers, accountaatsl other self-
employedpersons deriving personal service income, to lottery
winnings,or to persons identified in pars. (c) and (d).

(b) The lllinois Income @x Act, Article 15, section 1501 (a)
(20), defines a resident &an individual (i) who is in this State
for other than a temporary dransitory purpose during the tax
ableyear; or (ii) who is domiciled in this State but is abgenn
the State for a temporary or transitory purpose during the tax
able year’ Becauseof the diferences in the definition of resi
dentfor Illinois and Wsconsin purposes, a person domiciled in
Wisconsinmay simultaneously be a resident of lllinois, or a per
sonmay be domiciled in lllinois but not be a resident of lllinois.

Example: A person is domiciled in Wconsin and takes a job in lllinois. The
persondoes not intentb give up his or her ¥&tonsin domicile, but instead intends
to return to Wsconsin once his or her job in lllinois is completed, in 2 to 3 years.
Assumethat lllinois considers the persesrstay in lllinois a®ther than temporary
or transitory Thereforethe person is a resident of lllinois. The person is also-a resi
dentof Wisconsin because he or she is still domiciled isddhsin.

Note: The term “temporary or transitory” as used in the definition of an lllinois
residentset forth in sub. (6) (b) is not defined in either lllinois law or regulations.
Therefore whether or not the purpose for whiah individual is in, or is absent
from, lllinois is temporary or transitory in character depends upofatteand ci
cumstancesf each particular case.

(c) The reciprocity agreement with lllinois does not apply to
any form of compensation describ&dpar (a) paid on or after
January 1, 1974 to any individual who, at the time of payment,
is simultaneously a resident of lllinois and a domiciliary\is-
consin. All income of this person is taxableWsconsin. How
ever,a credit against ¥consin income tax may be claimed for
incometax paid to lllinois.

(d) An individual who is domiciled in lllinois but is not a resi
dentof lllinois is subject to the Wconsin income tax cimcome
earnedn Wisconsin.

(7) PrROVISIONS OF AGREEMENT WITH MICHIGAN. The reci
procity agreement with Michigan is limited to income from
“personalservicesjncluding salaries, wages or commissions.”
The agreement does not include income which Michigaim
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(10) PROCEDUREFOR NONRESIDENTS. (a) Nonresident per
sons,other than residents of Minnesota, employed iscdhsin
and residing ina state with which Wgconsin has reciprocity
shall file form W-220,“Nonresident Employs’ Withholding
ReciprocityDeclaration,” with their Wéconsin employers to be
exemptfrom withholding of Wsconsin income taxes. Upon
receiptof this form, Wisconsin employers may not withhold
Wisconsinincome tax from Méconsinpersonal service income
of the employe.

(b) Persons who are residents of Minnesota employed in
Wisconsinshallfile form W-222, “Statement of Minnesota Res
idency,” with their Wisconsin employers to be exempt from
withholding of Wisconsin income taxes. Form W-222 should be
filed within 30 days of beginning employment inisgébnsin,
changingto a new employer in 1&consin, or establishing Min
nesotaresidency while continuing to work inig¢onsin. Upon
receiptof this form, Wisconsin employers may not withhold
Wisconsinincome tax from Wéconsinpersonal service income
of the employeTo continue the exemption from year to year
new form W-222 is required tbe filed by January 31 of each
year.

(c) The reciprocity exclusion does not apply tis¥énsin
lottery winnings of nonresident persons.

(11) PrROCEDUREFOR WISCONSINRESIDENTS. (&) Wsconsin
residentsemployed in a stateith which Wisconsin has reci
procity shall file form 1-ES, “Wsconsin Estimated ak
Voucher,” with the Wisconsindepartment of revenue if their
out-of-stateemployers dmot withhold Wsconsin income tax
from their personal service income and if they will have &-suf
cientWisconsintax liability to be required to make payments of
estimatedax.

(b) Wisconsin residents may have their employegase
withholding the other state’income tax from their personal ser
vice income and may claira refund from that state if income
taxesare withheld from their personal service income after the
effective date of a reciprocity agreement.

(c) Wisconsin residents earning personal service income in
stateswhere itis taxable by the other state may claim a credit on
their Wisconsin income tax returns for net income taxes fgaid
thesestates.

Note: Refer to s. @x 2.955 for information on the credit for tax paictber
states.

(12) DELINQUENT TAXES. Reciprocity agreements do not

siders to be “business income,” such as fees of self-employedaffect the withholding of delinquent i&tonsin incomeaxes,

personssuch as professionals.

(8) PROVISIONS OF AGREEMENTS WITH INDIANA AND KEN-
Tucky. The reciprocityagreements with Indiana and Kentucky
arelimited to wages, salaries and commissions.

(9) PrROVISIONS OF AGREEMENT WITH MINNESOTA. (a) The
reciprocityagreement with Minnesots limited to income from
personakervices, includingvages, salaries, tips, fees, commis
sions,bonuses, or similar earnings, provided the taxpayer per
sonallyrenders the services. The reciprocity exclusion for per
sonal service income does not apply where the personal or

interest,penalties and costs under s. 71.91 (7), Stats.

Note: Forms 1-ES, W-220 and W-222 and their instructioay be obtained
free of chage bywriting to Wisconsin Department of RevenueQPBox 8903,
Madison,WI 53708.

Note: Out-of-state employers ofig¢onsin residents wishirtg withhold Ws-
consinincometax from those employes’ incomes may contaistddhsin Depart
mentof Revenue, Compliance BureauQPBox 8902, Madison, WI 53708.

Note: The State of Maryland enacted an income tax Glw 1, Laws 19921 st
Spec.Sess., on May 1, 1992, which resuliadthe termination of reciprocity
betweenWisconsin and Maryland, fefctive for taxable years beginning after
Decembeg31, 1991. Prior to enactment of Maryland Ch. 1, Laws 1992, 1st Spec.
Sess.Wisconsin practiced reciprocity with Maryland since prior to 1960, based on
aninformal agreement and acquiescence hgdahsin and Maryland. Under the

professionalservice income is earned as a part of a businessprovisionsof prior Maryland law and s. 71.05 (2), Stats., Eathsinresident

operateduy the taxpayer which has employes that do more than

incidentalduties for the business, or where there is the sale or

delivery of goods which is more than an incidental part of the
businessA partnets salary from a partnership where the selling
of goods or services of the employssnore than incidental is
subjectto the reciprocity exclusion, but the partnership profits
arenot excluded. Distributions from a tax—sheltered annuity are
alsoconsidered subject to the reciprocity exclusion.

(b) To qualify for the reciprocity exclusion, the Minnesota
agreementequires the taxpayer to havplace of abode in &+
consin,and the taxpayer is requireddastomarily return to it at
leastonce a month.

RegisterAugust, 2000, No. 536

could exclude from Maryland taxation, the income from salaries, wages, and com
pensatiorfor personal services to the extenisédnsintaxed the income of and
accordedsimilar treatment to Maryland residents.

Note: Section ax 2.02 interprets ss. 71.05 (2) and 71.64 (8), Stats.

History: Cr. RegisterApril 1978, No. 268, éf5-1-78; r and recr Register
March,1991, No. 423, &f4-1-91; am. (3) (a) (intro.), 1., (4) (a) 1. to 4., (b) (intro.),
(5) (a), (6) (b), (7) and (8), (4) (b) 1. and 2. and (9), renum. (10) to (13) to be (9)
to (12) and am. (10) (a), (b),J(1(a) and (12), Registehpril, 1993, No. 448, éf
5-1-93.

Tax 2.03 Corporation returns. (1) Forms. For the
purposeof filing franchise or income tax returns, the secretary
of revenue has designated the following forms for the use -of cor
porations,as defined in s. 71.22 (1), Stats.:
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(a) Form 4. Corporation franchise or income tax return. This
returnshall be used only by corporations reporting orejby@or
tionmentor separate accounting method.

(b) Form 4B. Apportionment data.

(c) Form 4BL. Net business loss carryforward.

(d) Form 4C. Separate accounting data.

(e) Form 4-ES. Corporation estimated tax voucher
(f) Form 4H. Corporation declaration of inactivity

(g) Form 4l. Insurance company franchise tax return.

(h) Form 4T Exempt oganization business franchise or
incometax return.

(i) Form 4U. Underpayment of estimateck by corpora
tions.

(i) Form 4X. Amended corporation franchise or income tax
return.

(k) Form 5. Corporation franchise or income tax return. This
return shall be used only by corporations whose entire net
incomeis attributable to iéconsin. It may not be used tax—
option (S) corporations or corporations which determine their
Wisconsin net income by the apportionment separate
accountingmethod.

(L) Form 5E. Election by an S corporation not to be treated
asa tax—option corporation.

(m) Schedule 5K-1.ax—option(S) corporation sharehald
er’s share of income, deductions, etc.

(n) Form 5R. Revocation of election by an S corporation not
to be a tax—option corporation.

(o) Form 5S. &x option (S) corporation franchise or income
tax return.

(p) Form 5S-1. @x-option (S) corporatiosupplemental
schedules.

(q) Form 4466WCorporation application for quick refund
of overpayment of estimated tax.

(r) Form CU. Credit union declaration of exempt status.

(s) Schedule CU-1. Credit union net income.

(t) Schedule DC. Development zone credits.

(u) Schedule FC. Farmland preservation credit claim.

(v) Schedule FTFarmland tax relief credit.

(w) Schedule HR. Historic rehabilitation credits.

(x) Schedule R. Research credits.

(2) INFORMATION RETURNS. Information returns required of
corporations are specified in saxr2.04.

(3) SienaTuRES. An officer of the corporation shall sign all
returnsrequired to be filed. If a return is prepareddmyneone
other than an employe orfigker of the corporation, the person
preparingthe return shall also sign as preparer

(4) FiLnG RETURNS. All forms and information required to
be filed or furnished by corporations shall be delivered to the

DEPARTMENT OF REVENUE
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(2) CoMPENSATIONFORSERVICES. Under ss. 71.65 (2), 71.71
(2), 71.72 and 71.8(R0), Stats., all persons carrying on aetivi
tieswithin this state, whetheaxable or not under ch. 71, Stats.,
are required to file with the department, on fedfmah W-2 or
1099-R,0on Wisconsin form 9b or other fornapproved by the
departmentpr on magnetienedia or in other machine-readable
form, a statement of certain payments madthin the preceding
calendaryear For individuals who are residents ofdsbnsin,
the statement shafiet forth the salaries, wages, bonuses,-com
missions, annuities, pensions, retirement pdges or other
remuneratiorpaid for services whether subjectwithholding
or not. For individuals who are nonresidents, the statement shall
includeall payments for the performance of personal services in
Wisconsin,whether subject to withholding or not, except retire
ment plan distributions identified irs. Tax 3.085 as being
exemptfrom Wisconsin income tax. A copy of federfairm
1099may be filed in lieu oWisconsin form 9b. The following
shallalso apply with respect to compensation for services:

(a) All payments which are wages within the definition under
s.71.63 (6), Stats., regardless of amount, shall be reported on
federalform W-2 or on magnetimedia or in other machine—
readableform.

(b) All payments which are not wages within the definition
unders. 71.63 (6), Stats., bfrom which Wsconsin income tax
hasbeen withheld, shall be reported on federal form W-2 or
1099-R, as appropriate, or on magnetic media or in other
machine-readabli®rm.

(c) Payments of $600 or more which are not wages within the
definition under s. 71.63 (6), Stats., and framich no Wscon-
sinincome tax has been withheld, shall be reported mecdi-
sin form 9b or federal form 1099, or on magnetic media or in
othermachine-readable form. Howeyérthe payment was to
anemploye for whom a form W-2 is required under. fay or
(b), the payment, regardless of amount, shall be included on
form W-2.

(d) All statements required shall be filed by January 31, by
delivering or mailing them to the department. Form WT-7,
“Employer’s Annual Reconciliation of \fgconsin Income ax
Withheld From Wages,” shall accompany the statements sub
mitted, either on papeor on magnetic media or in other
machine-readabli®rm, if the employer is required to be regis
tered to withhold Wsconsin incometaxes from employes’
wages.

Note: Forms may be deliverad person to the Department of Revenue at 4638
University Avenue, Madison, Wconsin.Forms filed on magnetic media may be
mailed to Wisconsin Department of Revenu#38 University Ae., PO. Box
8903,Madison, WI 53708-8903. Forms W-2 or 1099iBd on paper may be
mailed to Wisconsin Departmenof Revenue, . Box 8920, Madison, WI
53708-8920.Corporations may mail forms 9b or substitute forms filed on paper
to Wisconsin Department of ReventrR9). Box 8908, Madison, WI 53708-8908.
Personsther than corporations may mail forms 9b or substitute formsdited
paperto Wisconsin Department of RevenueQPBox 59, Madison, WI 53785.

(e) Sections 71.65 (5) and 71.73 (2), Stats., permit a thirty—

departmenbr mailed to the address Speciﬁed by the department dayeX'[enSion of time to file the statements described in this sub

onthe form or in the instructions.

Note: Forms may be delivered person to the Department of Revenue at 4638
University Avenue, Madison, Wconsin. Blank forms may be obtained at the same
location,or by mail request to 1sconsin Department of Revent®). Box 8903,
Madison,WI 53708-8903.

Note: Section &x 2.03 interprets ss. 71.24 (1), (Im) and (3), 71.365 (4) and (5)
and71.44 (1) (a) and (c) and (1m), Stats.

History: 1-2-56; am. RegisteBeptemberl964,No. 105, ef 10-1-64; am.
RegisterMarch, 1966, No. 123, £4-1-66, am. RegisteFebruary 1975, No.
230, eff. 3-1-75; am. RegisteBeptemberl977, No. 261, €f10-1-77; am. Regis
ter, September1983, No. 333, &f10-1-82; am. (1) (a), (c) and (dgnum. (1) (f)
to (j) and (2) to bd1) (g) to (k) and (3) and am. (1) (h) and (k) and (3)19r(f),

(I) to (p) and (2), Registeduly, 1987, No. 379, &€f8-1-87; rand recr(1), am. (3),
RegisterJune, 1990, No. 414ff. 7-1-90; r and recr RegisterMay, 1995, No.
473, ef. 6-1-95.

Tax 2.04 Information returns and wage state -
ments. (1) DerINITION. In this section, “person” means an
individual, trust, estate, partnership, limited liability company
associatioror corporation.

section.A written request may be sent to the department and to
be effective shall be postmarked on or before thedhte of the
statementsThe departmerd’approval of the extension shall be
attachedo the statements when they are filed with the depart
ment.

Note: Written requests for extensions may be mailed isc@hsin Department
of Revenue, ®. Box 8920, Madison, WI 53708-8920.

(3) RENTSAND ROYALTIES. Under ss. 71.70 and 71.80 (20),
Stats.,except as provided in pad), all persons making pay
mentsof rents and royalties of $600 or more to individuals who
areresidents of Méconsin, regardless of where the property is
located,and tononresident individuals if the property is located
in Wisconsin, shall file with the department, on form 9b or an
approvedsubstitute form, or on magnetic media or in other
machine-readablorm, a statement of paymentgde in the
precedingcalendar yearThe following shall also apply with
respecto rents and royalties:

RegisterAugust, 2000, No. 536
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(a) A copy of federal form 1099-MISC may be filed in lieu
of Wisconsin form 9b.

(b) Corporations shall file by March 15 apdyers other than
corporationsshallfile by April 15, by delivering or mailing the
statementso the department.

Note: Forms may be delivered person to the Department of Revenue at 4638
University Avenue, Madison, WWconsin.Forms filed on magnetic media may be
mailed to Wisconsin Department of Revenu638 University Ae., PO. Box
8903,Madison, WI53708-8903. Corporations may mail forms filed on paper to
WisconsinDepartment of Revenue,@® Box8908, Madison, WI 53708-8908.
Personsother than corporations mawail forms filed on paper to Mtonsin
Departmenbf Revenue, ®. Box 59, Madison, WI 53785.

(c) No extension of time for filing forms 9b or substitute
formsto report payments of rents or royalties may be allowed.

(d) The requirement to file form 9b or a substitute form does
not apply to persons other thanrporations who do not deduct
the payments in determining ¢tonsin taxable income.

(4) GAMBLING WINNINGS. (a) Under s. 71.67 (4) (c), Stats.,
the administrator of the gaming commissieottery division
shallfile with thedepartment a statement of winnings for each
lottery prize of $2,000 or more paid in the preceding calendar
year.

(b) Under s. 71.67 (5) (d), Stats., all persons licensed te spon
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3. If a payer receives waiver from the department, the
payeris not required to file wagetatements or information
returnson magnetic media or in other machine-readé&ie
with the department.

(7) CoMBINED FILING PROGRAM. Payers who participate in
the combined federal/state filing program with the internal reve
nue service andeport to the internal revenue service items
which are required to be filed onig¢onsin form 9b or a substi
tuteform, are not required to file separate information returns for
thoseitems with the department of revenue.

Note: Under the combined federal/state filipgogram, the internal revenue-ser
vice will forward information from the information returns to the department of
revenue.

Note: The requirement to file ¥8tonsin wage statements or information returns
on magnetianedia or in other machine-readable form if the internal revenue ser
vice requires comparable statements to be filed in that méomideral purposes
is effective January 1, 1992, as a result of the creation of s. 71.80 (20), Stats., by
1991Wis. Act 39.

Note: The requirement of payers to report lottery prize winnings and pari—
mutuelwager winnings to the department ieefive with winnings received by
apayee on or after August 12, 1993, as a result of the creation of s. 71.67 (4) (c)
and(5) (d), Stats., by 1993 ¥/ Act 16.

Note: Section &x 2.04 interprets ss. 71.26 (3) (e), 71.65 (2), 71.67 (4) and (5),
71.70,71.71 (2), 71.72, 71.74 (4) and 71.80 (20), Stats.

History: 1-2-56;am. RegisterSeptemberl964, No. 105, &f10-1-64, am.
RegisterFebruary1975,No. 230, €f 3-1-75; am. RegisteBeptember1977, No.

sorand manage races under s. 562.05 (1) (b) or (c), Stats., shal61,ef. 10-1-77; am. (1), (3), (4) and (6), T), RegisterSeptemberL983, No.

file with the department a statement of winnings for grah-
mutuelwager payment of more than $1,000 paid in the preced
ing calendar year

(c) The winnings required to be reported in pé$and (b)
shallbe reportean federal form W-2G or on an approved-sub
stituteform.

33, eff. 10-1-83; rand recrRegisterJune, 1990, No. 414,fe¥-1-90; r and
recr.,RegisterMay, 1995, No. 473, &f6-1-95.

Tax 2.05 Transfers of capital stock, information
return. (1) All corporations doing businessithin this state,
whethersubject to the franchisa income tax or not, shall file
with the department of revenue on or before March 15 of each

(d) The statements required in pars. (a) and (b) shall be filedyearreports of transfers of capital stock, including disposals, by

by January 31, by delivering or mailing them to the department.
Note: Forms W-2G or substitute forms may telivered in person to the

Departmenbf Revenue at 4638niversity Azenue, Madison, \§consin. Forms

filed on magnetic media may be mailedAfsconsin Department of Revenue, 4638

University Ave., PO. Box 8903, Madison, WI 53708-8903. Forms filed on paper

may be mailed to léconsin Department of Revenue)PBox 8920, Madison, WI

53708-8920.

(e) No extension of time for filing forms W-2G or substitute
forms to report payments dbttery prize winnings or pari—
mutuelwager winnings may be allowed.

(5) DISALLOWANCE OF DEDUCTIONS. Items to be reporteoh
formsW-2, 1099-R, 9b or substitute forms may be disallowed
asdeductions from gross income if not properly reported.

(6) MAGNETIC MEDIA REQUIREMENT. (a) Under s. 71.8(20),
Stats.,if the internal revenue service requires a person to file

individuals who were residents ofistlonsin during the preced
ing calendar year

(2) Transfersof capital stock shall be reported oms\@bnsin
form 8 or on other substitute forms approved by the department
andshall be mailed to the Mtonsin Department of Revenue,
P.O.Box 8908, Madison, WI 53708.

Note: Blank forms may bebtained by mail request addressed isddhsin
Departmenbf Revenue, P. Box 8903, Madison, WI 53708.

Note: Section Bx 2.05 interprets s. 71.69, Stats.

History: 1-2-56; am. RegisteBeptemberl964,No. 105, ef 10-1-64; am.
RegisterMarch, 1966, No. 123, £4-1-66, am. RegisteFebruary 1975, No.
230, eff. 3-1-75; am. RegisteBeptemberl983, No. 333, €f10-1-83; am. Regis
ter, July, 1987, No. 379, &f8-1-87; rand recrRegisterFebruary1990, No. 410,
eff. 3-1-90.

Tax 2.07 Earned income tax credit. (1) CRITERIAFOR

wagestatements or information returns on magnetic media or in PROVIDING INFORMATION. The departmentias established the
othermachine-readable form, comparable wage statements orfollowing criteria regarding the dissemination of information to

informationreturnsshall also be filed on magnetic media or in
other machine-readable form with the department of revenue.

(b) A person shall be required file wage statements or
information returns on magnetic media or in other machine—
readablegform with the departmemtf revenue only if both of the
following conditions apply:

1. Wage statements or informatioaeturns comparable to
those required to be filed on magnetic media in other
machine-readablérm with the internarevenue service are
alsorequired to be filed with the department of revenue.

2. The wages or income reported on the wage stateiments
informationreturns are required to be reported tisansin.

the public concerning the fedeamidWisconsin earned income
tax credits:

(a) Disseminate information to potential claimants in the
mostcost—efective manner possible.

(b) Disseminate information tibne public through multiple
channelgo increase the probability thadtential claimants will
becomeaware of the earned income tax credits.

(c) Utilize volunteer tax preparers and community—based
organizationghat have personal contact with potential ckaim
ants,to provide earned incontax credit information and assist
ance.

(d) Clarify the relationship between federal ané&gnsin

(c) 1. If fewer than 250 of any one type of wage statement earnedincome tax credits and coordinate outrea¢bresfwith

or information return are required to be filed with the depart
ment, the department shall waive the requirement to file that

the internal revenue service, or “IRS.”
(e) Provide sufcient information to allow potentialaim-

type of wage statement or information return on magnetic media antsto self-evaluate their eligibility for the earnédcome tax

or in other machine-readable form.

2. If a payer participates in the combined federal/state filing
programfor forms 1099, thelepartment shall waive the require

ment to file those forms 1099 or comparable information returns

on magnetic media or in other machine-readable form.
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cerningthe federal and Wconsin earned income taxedits
includethe following:

(a) Produce an informational flyedistribute copies through
appropriateorganizations having regular contact witbtential
earnedincome tax credit claimants throughdbe state, and
haveadditional copies available for distribution upon request.

Example: Copies of the informational flyer may be distributed to members of

the Wisconsin legislature or tearious sites such as municipal buildings, commu
nity agencies, or job service centers.

(b) In conjunction with the IRS, when traininglunteers
who provide free tax—filing assistance throughdVisconsin,
include training to identify potential earned income tax credit
claimantsand to assist them in claiming both the federad
Wisconsincredits.

(c) Highlight the Wsconsin earned income tax credit in the
Wisconsinindividual income tax and homestead credit book
lets.

Tax 2.08

5. Form 1X. Income tax — amended return. This return may
be used by full-year \lgconsin resident individuals &mmend
form 1, 1A or WI-Z.

Note: Nonresident and part-year resident individuals shall use form 1NPR
marked“‘amended return” to amend form 1INPR.

6. Form 1CNPCombined individual and fiduciary income
tax return for nonresident partners. This form may be used by
nonresidenpartners and nonresident members of limited labil
ity companies treated as partnerships.

7. Form 1CNS. Combined individual and fiduciary income
tax return fornonresident tax—option (S) corporation sharehold
ers.

8. Form 2. Fiduciary income tax return. This return may be
usedby estates and trusts, except exempt trusts with unrelated
businesgaxable income.

9. Form 4T Exempt oganization business franchise or
incometax return. Thigeturn shall be used by exempt trusts

(d) Mail camera-ready copies of earned income tax credit with unrelated business taxable income.

informationalflyers to lage Wisconsin employers, and request
themto make and distribute copies of the flyer to tieemployes
asappropriate.

(e) Work with thelRS in providing joint €brts to publicize
boththe federal and Wconsin earned income tax credits.

10. Form 1-ES. Estimateex voucher This form may be
usedby individuals, estates and trusts, except exempt trusts with
unrelatedbusiness taxable income.

11. Form 4-ES. Corporation estimated tax vouchais
form shall be used by exempt trusts wittirelated business tax

Note: For the 1993 tax—filing season, the department and the IRS jointly utilized ableincome.

the IRS toll-free telephonaformation line, to provide callers with information
aboutboth the federal and i€onsin earned income tax credits.

(f) Annually produce a report summarizing the level of par

12. Form CN-ES. Composite estimated tax vouchkis
form may be used by nonresident partners, members or-share

ticipationin and level of benefits provided by the earned income holdersusing form 1CNP or 1CNS.

tax credit program.

(9) Work with other state agencies, public utilities, aftiter
organizationsto distribute information about the federal and
Wisconsinearned income tax credit programs.

Note: The federal earned incorte credit, provided under s. 32 of the internal
revenuecode, is available to eligible individuals and married couples filing a joint
incometax return, who have at least one qualifying child living with them. The fed
eralcredit consists of three parts, as follows:

A basic credit, computed based on the amount of adjusted gross income or

earnedncome, and whethehe individual or couple had one qualifying child or
two or more qualifying children.

A health insurance credit, computed based on the amount of adjusted gross

incomeor earned income@nd the amount paid for health insurance that covered
atleast one qualifying child.

An extra credit for a child born during the taxable yeamputed based on
adjustedgross income or earned income.

Note: The Wsconsin earned income tax credit is availalsider s. 71.07 (9 e),

Stats. to full-year Wsconsin residents who are eligible to claim the federal earned
incometax credit. The \léconsin credit is computed as a percentage of the federal
basic credit, dependent upon whether the individual or couple have one qualifying

child, two qualifying children, or three or more qualifying children.
Note: Section ax 2.07 interprets ss. 71.07 (9e) and 73.03 (48), Stats.
History: Cr. RegisterNovember1993, No. 455, &f12-1-93.

Tax 2.08 Returns of persons other than corpora
tions. (1) Forwms. For the purpose of filing income tax returns

and credit claims, the secretary of revenue has designated the

13. Schedule 2K-1. Beneficiag/share of incomeledue
tions, etc.

14. Schedule 2440VDisability income exclusion.

15. Schedule DC. Development zone credits.

. Schedule EICWEarned income credit.

. Schedule FC. Farmland preservation credit claim.
. Schedule H. Homestead credit claim.

. Schedule HR. Historic rehabilitation credits.

. Schedule I. Adjustments to convert federal adjusted
grossincome and itemized deductions to the amounts allowable
underthe applicable ye& internal revenue code.

21. Schedule MT Alternative minimum tax.

22. Schedule .TTransitional adjustments.

23. Schedule U. Underpaymenftestimated tax by individ
uals and fiduciaries.This form may be used by individuals,
estatesand trusts, except exempt trusts with unrelaiesiness
taxableincome.

24. Schedule 4U. Underpayment of estimated tax by eorpo
rations.This form shall be used by exempt trusts with unrelated
businesdaxable income.

25. Schedule WD. Capital gains and losses. This form may

following forms for the use of persons other than corporations: Pe used by individuals.

(a) Individuals and fiduciaries1. Form 1. Income tax. This
returnmay be used bindividuals who are full-year ¥&tonsin
residentswhether married filing a joint return, married filing a
separateeturn, filing as head of household or filing as single.

2. Form 1A. Incomdax. This is an optional short form
returnwhich may beaused by individuals who are full-year&A/
consinresidents and filing as married filing a joint return, head
of household or single.

3. Form WI-Z. Income tax. This is an optional short form
returnwhich may beaused by individuals who are full-year&y/
consinresidents and filing as married filing a joint return or
single.

4. Form INPR. Income tax — nonresident and part-gsar
ident. This return shall be used by individuals who are nonresi
dentsof Wisconsin omart-year residents of i¥¢onsin, regard
lessof filing status.

26. Schedule WD (form 2). Capital gains and losses. This
form may be used by estates and trusts, except exempt trusts
with unrelated business taxable income.

27. Form 401TReport of estate or inheritance tax payment.
28. Form W706. Estate tax return.

(b) Partnerships and limited liability companieg#ted as
partnerships. 1. Form 3. Partnership return.

2. Schedule 3K-1. Partnisrshare of income, deductions,
etc.

Form 3S. Partnership temporary recycling sugphar
Form 3S-ES. Partnership estimated sugghaoucher
Schedule D. Development zone credits.

6. Schedule HR. Historic rehabilitation credits.

(2) INFORMATION RETURNS. Information returns required of
persons other than corporations are specified iaxs2104.

ok ow
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official form, except that full-page fidial forms which are

befiled or furnished by persons other than corporations shall be otherthan 8% inches by 1 inches in size may be reproduced on

filed or furnished by providing the information requested on the
appropriateforms, signing the returns éorms as appropriate,
anddelivering them to the department or mailing them to the
addresspecified by the department on the forningthe instrue
tions.

Note: Forms may be delivered person to the Department of Revenue at 4638
University Avenue, Madison, Wconsin. Blank forms may be obtained at the same
location,or by mail request to 1sconsin Department of Revent®). Box 8903,
Madison,WI 53708-8903.

Note: Section ax 2.08 interprets ss. 71.03 (2), 71.20 (1) and 71.55 (3), Stats.

History: 1-2-56; am. RegisteFebruary1958, No. 26, &3-1-58; am. Regis
ter, February1960, No. 50, ¢f3—-1-60; am. RegisteBeptemberl964, No. 105,
eff. 10-1-64; rand rect RegisterMarch, 1966, No. 123, fe#4—1-66; am. Regis
ter, February1975, No. 230eff. 3-1-75; am. (1), Registeéovember1977, No.
263,eff. 12-1-77; am. (3), Registdfebruary1978, No. 266, &€f3-1-78; am. (1)
(a)and (b), (2) and (3), renum. (1) (c) and (d) to be (1) (k) and (I) and ai1) cr
(c) to (j), RegisterJuly 1987, No. 379, &8-1-87; rand recr(1), am. (3) (intro.),

r. (3) (a) to (c), Registedune, 1990, No. 414 fe7-1-90; r and recrRegisterMay,
1995,No. 473, eff 6-1-95.

Tax 2.085 Claim for refund on behalf of a deceased
taxpayer. (1) If a refund of Wsconsin income taxes is due a
deceasedaxpayer and if the refund exceeds $100, the claimant
shallfile, with the income tax return,@mpleted form -804,
entitled“Claim for Decedens Wisconsin Income dx Refund”.

(2) Form 1-804 does not have to be filed if the refund is
claimedon a joint Wsconsin income tax return of the surviving
spouseand the decedent. The surviving spouse shall write “fil
ing as survivingspouse” in the signature area of the return. If
someoneother than the surviving spousetlie personal repre
sentative,the personal representatisbhall also sign the joint
return.

(3) Formsrequiredto be filed under sub. (1) shall be mailed
to the Wisconsin Department of RevenueQPBox 59, Madi
son,WI 53785.

Note: Section Bax 2.085 interprets s. 71.75 (10), Stats.
History: Cr. RegisterOctober 1976, No. 250, &f11-1-76; am. (1), Register
November1978, No.275, ef. 12-1-78; am. (2), RegisteBeptemberl983, No.

333, eff. 10-1-83; renum. (2) to be (3), €2), RegisterFebruary1990, No. 410,
eff. 3-1-90.

Tax 2.09 Reproduction of franchise or income  tax
forms. (1) GENERAL. Subject to the provisions of this section,
the official Wisconsin franchise or income tax forms required to
be filed with the department may be reproduced and the +epro
ductionsmay be filed in lieu of the correspondindi@él forms.

Any reproduction which varies from thefiofal version in any
particular,except as authorized in this section, shall be sub
mitted to the department for approval before it is used. The
departmentnay reject any reproduction which is in whole or in
part illegible orwhichis of a format that has not been approved
by the department.

(2) SPECIFICATIONS.
apply:

(a) Printingof reproductions shall be by conventional print
ing processes, photocopying, computer graphics or similar
reproductiornprocesses and shall duplicate fiiet sizes, graph
ics and format of the ditial form. Reproductions mape
printedon one side or both sides of the paper

The following specifications shall

8% inch by 1L inch paper

(f) Except forreturns executed by fiduciaries as provided in
sub.(3) or returns filed electronicallgll signatures required on
returnswhich are filed with the department shall be original,
affixed subsequent to the reproduction process.

(3) FipuciAries. A fiduciary or the fiduciang agent may
usea facsimile signature in filing a tax return on forns@bject
to the following conditions:

(a) Each group of returns forwarded to the department shall
be accompanied by ktter signed by the person authorized to
sign the returns declaring, under penalties of perjthgtthe
facsimile signature appearing on the returns is signature
adoptedby the person to sighe returns filed and that the signa
turewas afixed to the returns by the person or at the pesson’
direction. The letter shall also list eaokturn by name and iden
tifying number

(b) A signed copyf the letter shall be retained by the person
filing thereturns and shall be available for inspection by the
department.

(c) If returns are reproduced by photocopying or similar
reproductivemethods, the facsimile signatuskall be dfixed
subsequento the reproduction process.

Note: Written requests for approval of substitute forms should be mailedsto W
consinDepartment of Revenue, Processing Forms Appro¥al,Box 8903, Madi
son,WI 53708-8903.

Note: Section 8x 2.09 interprets ss. 71.03 (6) (a), 71.20 (1), 71.24 (1) and 71.44
(1) (a), Stats.

History: 1-2-56; am. RegisteFebruary1958, No. 26, éf3-1-58; am. Regis
ter, February 1960, No. 50, €f3-1-60; am. (2), Registevarch, 1966, No. 123,
eff. 4-1-66; am. (5) and.of6), RegisterAugust, 1974, No. 224,feD-1-74; am.
(intro.), (2), (6) (intro.) and (aRegister November1977, No. 263, &f12-1-77;
am. (3), RegisterSeptemberl983, No. 333, &€f10-1-83; correction in (5) made
unders. 13.93 (2m) (b) 4., Stats., Regisfery, 1987, No. 379; and recrRegister
May, 1996, No. 485, éf6-1-96.

Tax 2.10 Copies of federal returns, statements,
schedules, documents, etc. to be filed with W  isconsin
returns. (1) INDIVIDUALS AND FIDUCIARIES. At the time of fit
ing Wisconsin income tax returns by individuals and fiduciaries,
a complete copyf the federal income tax return for the same
taxableyear includingall schedules, statements, documents and
computationswhich affect the computation of &tonsin
income,credits or penaltieshall be included and filed with the
Wisconsin return. Copies of the short form federal returns
1040A and 1040EZ are not requiredle filed if a Wsconsin
form 1A or WI-Z is being filed for the same taxable yédfthe
federalform is filed electronicallya copy of the electronic mate
rial as contained in replicas thfe oficial forms or on forms des
ignatedby the electronic filer shall iacluded and filed with the
Wisconsinreturn.

(2) PARTNERSHIPS AND LIMITED LIABILITY ~ COMPANIES
TREATED AS PARTNERSHIPS. (@) Except as provided in péb), at
thetime of filing Wisconsin income tax returns Ipartnerships
andlimited liability companies treated as partnerships under s.
71.20(1), Stats., a&complete copy of the federal income tax
returnfor the same taxablgear including all schedules, state

(b) Reproductions of optical character reader—scannable, orments documents andomputations which fect the computa
OCR-scannable, documents shall bear an OCR-scannable lingjon of Wisconsin income, deductions and credits, shall be

asprescribed for the specific document type. Photocopies of
OCR-scannabliorms may not be filed.

(c) The reproductions shall be on paper of substanttadly

includedand filed with the Wéconsin return. If the federal form
is filed electronicallya copy of the electronic material as €on
tainedin replicas of the ditial forms or on forms designated by

same weight and texture, and of quality at least as good as thathe electronicfiler shall be included and filed with theis&onsin

used in the dicial forms.

(d) Inthe reproduction of tax forms,figial forms printed on
coloredpaper may be reproduced on white paged black ink
may be substituted for colored ink.

return.

(b) Copies of the federal schedules K-1 are not required to
be filed for those partners or members for whom iadahsin
schedule3K-1 is being filed for the same taxable yeaVis-

(e) The size of the reproduction, both as to dimensions of the consinschedule 3K-1 shall be filed in lieu of federal schedule

paperand image reproduced on it, shall be the santeaasf the
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1. Thecomputation of the Wconsin income or deductions
differs from the federal amount.

2. The partner or member is a nonresident &fdahsin or
part-yearesident of \isconsin and theartnership or limited
liability company has activities within and withouisabnsin.

3. The partnership or limited liability company calculates
anyWisconsin income tax credits.
Note: Section Bax 2.10 interprets ss. 71.03 (5) and 71.20 (1), Stats.
History: Register December1965, No. 120, &f1-1-66; am. Registedune,
1990,No. 414, €f 7-1-90; r and recrRegisterMay, 1995, No. 473, &f6-1-95.

Tax 2.105 Notice by taxpayer of federal audit
adjustments and amended returns. (1) PurPosE. This
sectionclarifies the timeperiods for a taxpayer to report federal

DEPARTMENT OF REVENUE
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d. A closing agreement entered into witte internal reve
nueservice under section 7121 of the internal revenue code.

e. A decision by the United States tax court gudgment,
decreeor other ordeby a court of competent jurisdiction which
has becomefinal, or the date the court approves a voluntary
agreemenstipulating disposition of thease. A court of compe
tentjurisdiction includes a United States district court, a court of
appealsa court of claims or the United States supreme court.

Note: Decisions of the U.S. tax court and other courts ordinarily become final
asfollows:

a. If no appeal is made oflaS. tax court decision, it becomes final upon expira
tion of a periodof 90 days after the decision is entered. Decisions in unappealable
casesnvolving deficiencies of $10,000 or less heard by the U.S. tax court under
s. 7463 of the internal revenue code become final 90 days after they are entered.

b. Appealed decisions of the U.S. tax court become final as set forth in s. 7481

audit adjustments and federal and other state amended returnsf the internal revenue code.

for Wisconsin franchise dncome tax and temporary recycling
surchargepurposes, and the result if a taxpayer fails to repert
adjustmentor amended returns.

(2) DeriNiION. In this section, “taxpayer” includes individ
uals,estates, trusts, partnerships, limited liability compaauies
corporations.

(3) GENERAL. (a) Under ss. 71.76 and 77.96 (4), Stats.,-a tax

payermeeting the conditions described in sub. (4) shall report
to the department changes or corrections made to a tax return b

the internal revenue servicepr file with the department
amendedMisconsin franchise or income testurns or amended
temporaryrecycling surchage returns reporting any informa

tion contained in amended returns filed with the internal revenue
service,or with another state if there has been allowed a credit

against Visconsin taxes for taxes paid to that state.

c. A decision of a U.S. district court normally becomes finabif appealed to
the U.S. court of appeals within 60 days of the judgment, decree or order

d. A decision of theJ.S. court of claims or the U.S. court of appeals normally
becomedinal unless an appeal or a petition for certiorari is fikdth the U.S.
supremecourt within 90 days of the judgment or decree.

e. A decision of the U.S. supreme court is normally final upon the expiration of
aperiod of 25 days from the ddtee decision is rendered, if a motion for reconsider
ationor rehearing is not filed within that time.

2. ‘Information toreport to department.” The taxpayer shall

ubmitto the department a copy of the final federal audit report
ssuedby the internal revenue service togethéth any other
documentsor schedules necessary to inform the department of
the adjustments as finally determined. The report shall be
included with an amended Wtonsin returnf a Wisconsin
refundis being claimed and may be, but is not required to be,
includedwith an amended return if additionAfsconsin tax or
temporary recycling surchge is due or if there is nthangen

(b) Except as provided in sub. (5), the department may give tax or temporary recycling surcl.

noticeto the taxpayer of assessment or refund wigiidays of
the date the department receives the taxpsyeport of federal
adjustment®r amended return described in.gay. The 90-day

limitation does not apply to instances where the taxpayer files an

incorrectfranchise or income tax return or temporary recycling
surchargeeturn with intento defeat or evade the franchise or
incometax or temporary recycling surclgarassessment.

(4) TAXPAYER REQUIRED TO REPORT. (@) Federal adjust
ments. If the federal net income tgpayable, a credit claimed or
carried forward, a net operating loss carfi@sivardor a capital
losscarried forward on a taxpaysifederal taxeturn is adjusted
by the internal revenuservice in a way which f&cts the
amountof Wisconsin net franchiser income tax or temporary
recyclingsurchage payable, the amount of astbnsin credit

or a Wisconsin net operating loss, net business loss or capital

losscarried forward, the taxpayer shall repbie adjustments to
the department withi®0 days after they become final. The fol
lowing shall also apply with respect to federal adjustments:

1. ‘Finality of federal adjustments.” For the purpose of
determiningwhen the federal adjustments become finalfdhe
lowing shall be deemed a final determination:

3. ‘Agreement with adjustments.” A taxpayer shall be
deemedo concede the accuracy of teeleral adjustments for
Wisconsinfranchise or income tax or temporary recycling sur
chargepurposes unless a statement is included with the report to
the departmentstating why the taxpayer believes the adjust
mentsare incorrect.

(b) Amendedeturns. If a taxpayer files an amended federal
tax return and thehanges on the amended federal tax return
affectthe amount of \iconsin net franchise or income tax
temporaryrecycling surchaye payable, the amount of aisA/
consincredit or a Visconsin net operating loss, net business loss
or capital loss carried forward, the taxpayer shall file with the
departmentan amended Wconsin return reflecting the same
changes.A taxpayeffiling an amended return with another state
shall file an amended Wconsin return if a credit haseen
allowedagainst Visconsin taxes for taxgmid to that state and
if the changes f&ct the amount of Wconsin net franchise or
income tax or temporary recycling surclgar payable, the
amountof a Wisconsin credit or a Wconsin net operating loss,
netbusiness loss or capital loss carried forward. The amended
Wisconsinreturn shall be filed within 90 days aftbe date the

a. Payment of any additional tax, not the subject of any other amendedeturn is filed with the internal revenue service or other

final determination described in subd. 1. b., c., d. or e.

b. An agreement entered into with the internal revenue ser

state.
(c) Whee and how to submieport or amendeceturn. An

vice waiving restrictions on the assessment and collection of aamendedWisconsin return or a taxpayerreport of federal
deficiencyand accepting an overassessment. Federal form 870 adjustmentsubmitted with an amend&tlisconsin return shall

“Waiver of Restrictions on Assessment and Collection of Defi
ciencyin Tax andAcceptance of Overassessment,” or 870-AD,
“Offer to Waive Restrictions on Assessment and Collection of
Tax Deficiency and té\ccept Overassessment,” are the forms
prescribedor this purpose.

c. Expiration of the 90—dagime period, or the 150-day
periodin the case of a notice addressed to a person otiside
United States, within which a petition for redetermination may
be filed with the United Statesx court with respect to a statu

tory notice of deficiency issued by the internal revenue service,

if a petition is not filed with that court within that time.

befiled in accordance with the provisions of ax®.12 (5) and

(6). A taxpayefs report of federal adjustments submitted to the
departmentwithout an amended return shall be identified as
reflectingfederal adjustments madyg the internal revenue ser
vice and shall be mailed to ¢onsin Department of Revenue,
Audit Bureau, BD. Box 8906, Madison, WI 53708-890%he
reportsubmitted without an amended return may not be made a
partof or attached to any Mtonsin tax return.

(5) ASSESSMENTSAND REFUNDSBY DEPARTMENT. If a tax
payerreports federal adjustmerdsfiles an amended d¥tonsin
returnwith the department within 90 days after the adjustments
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Example: An individual taxpayer filed a 1993 calendar-year basscvisin
incometax return orApril 15, 1994. The internal revenue service made adjust
mentsto the 1993 federal income tax return which the taxpayer did not report to
the department within 90 days after the adjustments became final. The inées¥nal
enueservice reports these adjustments to the department thedexchange of
informationagreement between the two agencies on May 1, 1996@leffagtment
(a) AssessmentsUnder s. 71.77 (2), Stats., the department mayissue an assessment for the adjustments any time on or before May 1, 2000.

may make arassessment within 4 years from the date the-origi () Adjustmentsand amendedeturns elating to 1986 and
nal Wisconsinfranchise or income tax return was filed. How prior taxable years.If a taxpayer fails toeport federal adjust
ever,under s. 71.77 (7) (a), Stats., if the taxpayer reported lessmentsor the filing ofan amended federal or other state return
than75% of the correct net income and the additional tax for the which related to 1986 or prior taxable years within the 90-day

yearexceeds $200 for a joint return, or $100 for a return other perioddescribed in sub. (3) (b), the department may assess addi

becomsfinal or after an amended return is filed with the internal
revenueservice or another state, the department may make an
assessment or issue a refund relating taepert or amended
returnas follows:

thana jointreturn, an assessment may be made within 6 yearsjonal Wisconsin franchise or income tax relating to élogust

afterthe return was filed.

mentsor amended return within 10 yeafter the date the origi

(b) Refunds.Under s. 71.75 (2), Stats., the department may nalWisconsinreturn for the year was filed or within 2 years after

issuea refund if an amended return is filed within 4 years of the
unextendedlate the original \gconsin franchise or income tax
returnwas due.

(c) Exceptions.1. An assessment may be made laterttian
4-and 6-year periods provided in p@) if notice of the assess
mentis given to the taxpayer within 90 days of the date the
departmenteceives a timely report of federal adjustments or an
amendedWisconsin return. Howevethe assessment made

afterthe expiration of the 4— and 6-year periods shall only relate

the date when the federal determination of tax becomes final,
whicheveris later A return filed before the last date prescribed
by law, commonly April 15 for an individual reporting on a
calendar-yeabasis, is considered as filed the last date pre
scribedby law under s. 71.77 (8), Stats.

Example: An individual taxpayer filed a 1986 income tax return on Ap#l,
1987.The taxpayer filed an amended return with Ohio on January 1, 1988. The
resultof the amended return was a reduction in the net tax paid to Ohio on income

alsoreported to Wsconsin. The taxpayer did not notify the department within 90
days of filing the amended Ohio return. The department has until April 15, 1997,

to those federal adjustments or the changes on the amersled W toissue an assessment tiloe Ohio amended retusrfect on the Wsconsin credit

consinreturn.

2. If a taxpayer reports federal adjustments to the depart
ment after the expiration of the 4-year periéat filing an
amendedWisconsin return as described in .p@), a refund
basedupon federal adjustments reducing the taxpayederal
tax liability, which are applicable to the taxpayeYMsconsin
tax or temporary recycling surcleg liability, may still be made
if notice of the refund is given to tkexpayer within 90 days of
the date the department received a timely report oféleral
adjustments.

3. The 90-day period fahe departmerd’giving notice of
anassessment or issuing a refund may be extendedriftan
agreements entered into byhe department and the taxpayer
prior to the expiration of the 90 days.

4. If federal adjustments or changes on an amended return

filed with the internal revenue service or anotstate pertain to

ayear which has been previously field audited by the department
andthe field audit has been finalized, an assessment or refund

neverthelessnay be made. Howevehe assessment or refund

shallonly relate tahose federal adjustments or the changes on

theamended return. Notic# the assessment or refund shall be
givento the taxpayer withi®0 days of the date the department
receivedthe report of federadjustments or an amendedsw
consinreturn from the taxpayer

Examples: 1) Federal adjustments were maol@n individuak 1989 calendar—

year basis federal income tax return; the adjustments became final on June 1, 199

for taxes paid to other states.

Note: Section 71.76, 1989 Stats., was amended by 1991A4t 39, efective
for federal changes or corrections to a federal income tax return that became final
onor after August 15, 1991, and for amended federal and other state returns filed
on or after August 15, 1991. Under the statute factfimmediately prior tahe
enactmenbf 1991 Ws. Act 39, a taxpayer was required to report internal revenue
serviceadjustments to taxable income thdeefed the income reportable or tax
payableto Wisconsin, and to file an amendedsébnsin returrif information con
tainedon an amended federal or other state tax retfientatl incomeeportable
or tax payable to WWconsin.

Note: Section Bx 2.105 interprets ss. 71.75 (2), 71.76, 71.77 (2) and (7) and
77.96(4), Stats.

History: Cr. RegisterJanuary1979, No277, ef. 2-1-79; correction in (3) (a)
1. a. made under s. 13.93 (2m) (b) 4., Stats., Regiktr 1987, No. 379;.1(2),
(4) and (5) (d); renum. (1), (3), (5) (a) to (c) and (6) to be (2), (4), (6) and (7) and
am.(2), (4) (a) 1.b., c. and e, (b), (6) (aY®y and (7), cr(1), (3) and (5), Register
February 1990, No. 410, &f3-1-90; r and recrRegisterMay, 1996, No. 485, &f
6-1-96

Tax 2.11 Credit for sales and use tax paid on  fuel
and electricity . (1) DeriNniTioNs. In this section:

(a) Fuel and electricity “consumed manufacturing” means
only fuel and electricity usetb operate machines and equip
mentused directly in thetep—by-step manufacturing process.
Fueland electricity are not “consumed in manufacturing” if they
areused in providing plant heatingpoling, air conditioning,
communicationslighting, safety and fire preventiorgsearch
andproduct development, receiving, storage, sales, distribution,
warehousing,shipping, advertising or administrative depart

Jnentactivities. Howeverfuel and electricity used directly in

On August 15, 1994, within 90 days after the adjustments became final, the depart manufacturingsteam which is used by the manufacturer in fur

mentreceived the taxpayerreport of the adjustments. Although the 4—year period
providedby s. 71.77 (2), Stats., for making adjustments to the 19860W&in

returnexpired on April 15, 1994, the department had until November 13, 1994, 90
daysafter the date the department received a report of the adjustments, to give

noticeof an assessment to the taxpayer

2) An individual filed an amended 1993 calendar—year basis NeW réturn
onJune 1, 1994. An amendedisgbnsin return, reflecting the changes on the
amendedNew York return, was filed with the department on July 12, 1994. Under
the4-year assessment period in s. 71.773@ts., the department has 4 years from

thermanufacturingor in heating a facilityor both, is consumed
in manufacturing.

(b) “Manufacturing” has the meaning specified in s. 77.54
(6m), Stats., by virtue of s. 71.28 (3) (a) 1., Stats.

(c) “Paid” has the meaning specified in s. 71.22 (8), Stats.
(d) “Sales and use tax under ch. 77 paid byctirporation”

April 15, 1994, the due date of the 1993 return, in which to notify the taxpayer of hasthe meaning specified in s. 71.28 (3) (a) 2., Stats.

anyassessment relating to the changes on the amended dylewie¥urn.
(6) TAXPAYER'S FAILURE TO REPORTFEDERAL ADJUSTMENTS
OR FILE AMENDED WISCONSIN RETURNS. (a) Adjustments and
amendedeturnsrelating to taxable year 1987 and teeafter.
If a taxpayer fails to report federal adjustments or the filing of

anamended federal or other state return, relating to the taxable

year1987 and thereaftewithin the 90-day period described in
sub. (3) (b), thedepartment may assess additionasansin
franchiseor income tax or temporary recycling surcferelat
ing to the adjustments or amended return within 4 yearsdidter
coveryby the department.

RegisterAugust, 2000, No. 536

(2) CrEDITALLOWABLE. (@) Under s. 71.28 (3), Stats., a-cor
porationmay reduce its income or franchise tax liability for the
yearby an amount equal to theisdonsin state and courggles
and use taxes it has paid on fuel and electricity consumed in
manufacturingoersonal property within ¥stconsin.

(b) If separate gas or electric meters are not used to accurately
measureahe fuel and electricity consumed in manufacturing in
Wisconsin, a reasonable allocation is necessary

(c) The credit is allowable for all Mtonsin andVisconsin
countysales andise taxes paid during the taxable year on fuel
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or electricity destined for manufacturipgirposes, regardless of (e) An amended return or credit claim does not begin or
whenthe fuel or electricity was or is to be consumed. extendthe statute olimitation periods for assessing additional

Note: Refer toStreets and Roads Construction Corporatian\Wsconsin tax or temporary recycling surclgaror claiming a refund.
Departmenbf Revenuajisconsin Bx Appeals Commissiomocket No. 1-6239, : : :
July 28, 1981, anBort Howard Paper Company. Wisconsin Department of Reve (4) TIMELY FILING. (a) E)_(CGpt as provided n p&b), 'f_an
nue,Wisconsin Bx Appeals Commission, Docket No. [-8266, November 1, 1983. ame_ndedewm or credit claim shows a refundslitall _b_e filed

(3) CARRY FORWARD OF UNUSED CREDIT. (a) If acorporation within 4 years of the unextended due date of the 0r|g|nal return.

is entitled toa sales and use tax credit under s. 71.28 (3), Stats., (b) The 4-year filing limitation in pafa) does not apply in

thecredit, to the extent notfset by the tax liability of the same  thefollowing situations:

year,may be dket against the tax liability of the subsequent 1. Except as provided in subds. 3. ancad.amended -

yearand each succeeding year up to a total of 15 years until theconsinreturn or credit claimequesting a refund may not be filed

credithas been completelyfeét. for any year covered by a field audit which resulted in a refund
Note: The carry forward of the sales tax credit was increased from 5 to 15 years or no change in the tax owed, or in an assessmenttsat

by 1985 Ws. Act 29, and the 15 year carry forward first applies to credits carried becomefinal under s. 71.88 (1) (a) or (2) (a), 71(2}, 73.01 or

forwardfrom the 1980 taxable year :
. ) . . 73.015,Stats., provided the department advibestaxpayer that
(b) The sales tax credit shall first béset against the income thefield audit is final unless the taxpayer appeals the result.

or franchise tax liabilitycomputed for the tax year before an 2. Except as provided in subds. 3. anch.amended \&-

unusedcredit from a prior year may be applied. ; " ! ! .
2 G Und 7126 (2 consinreturn or credit clainequesting a refund may not be filed
(4) CREDITINCLUDABLE IN NET INCOME. Under s. 71.26 (2),  for any jtem of income or deduction assessed as a result of an

Stats. the credit computed for sales and use taxes paid on fuelggice audit, provided the assessment has become final under s.
and electricity consumed in manufacturing under s. 71.28 (3), 71.88(1) (a) or (2) (a), 71.89 (2), 73.01 or 73.015, Stats.

Stats. shall be included in net income for the tax y@awcept for 3. An amended \gconsinreturn or credit claim requesting
tax—optioncorporations, the entire credit computed for the tax arefund of the tax or temporargcycling surchae paid as a

gﬁg:sy’ﬂgleuddg? Ineolir;]ggrtng]g??;ﬁ;\fsg tg]xollijzgg]ilittgee;;et%iider result of an dfce audit or field audit assessment may be filed
. within 2 years of the date the tax or temporary recycling sur

s. 71.34 (1) (e), Stats., tax—option corporations shall only . - S ;
includein net income the amount of credit computed ursder chargewas assessed if no petition for redetermination was filed.

71.28(3), Stats., and used td'gdt the income or franchise tax 4. An amended \®consin return requesting a refund of an
liability of the current year overpaymenattributable to a capital loss carryback may be filed
Note: Section Eix 2.1L interprets ss. 71.26 (2), 71.28 (3) and 71.34 (1) (e), Stats. by a corporation within 4ears after the due date, or extended
History: Cr. RegisterFebruary1978, No. 266, &3-1-78; am. (2) (a) (1) duedate, for filing the return for the taxable year of the capital
(d). (2) (b) and (3) (a), renum. (3) (b) and (c) to(Bk(a) and (b), c(4), Register loss that is carried back.

September1983, No. 333, &10-1-83; am. (1) (intro.) and (3), renum. (1) (a) to
(c)to be (1) (d), (b) and (a) and am.,(@) (c), r and recr(2) and (4), RegisteFeb
ruary, 1990, No. 410, &f3-1-90.

5. If the limitation period for making an assessment or
refundhas been extended by written agreenhbetiveen a tax
payer and the department, an amendegaddhsin return or

Tax 2.12 Amended returns. (1) Score. This section creditclaim requesting a refund relating to the year or years cov
appliesto amended \Wéconsin franchise or income tax returns, —eredby the extension agreement may be fieding the exten
amendedpartnershigeturns, amended temporary recycling sur ~ sion period.
chargereturns ancamended farmland preservation credit and 6. An amended Mgconsin return filed under the provisions
homesteadredit claims. of sub. (3) (c) shall be filed with the department within 90 days

(2) DerINITION. In this section, “timelyiled,” in the case of afterthe date the amended federal or other state return is filed.
anamended return or credit claim, means the amended return or 7. An amended Mgconsin return filed under the provisions
credit claim is actually in the possession of the department prior of sub. (3) (dshall be filed with the department within 90 days
to the expiration of the statutory limitation period or extended of the date on which the federal audit adjustments become final.
limitation period,or it is mailed in a properly addressed enve 8. An amended Wéconsin return filed under the provisions
lope with postageprepaid and is received by the department of s. 71.30 (4), Stats., to claim a reduction of income resulting
within 5 working days after the last day of the statutory limita  from a renegotiation or price redetermination of a defense con

tion period or extended limitation period. tract or subcontract shall be filed within one year of the final
(3) GENERAL. (a) The department shall accept amended determination.
returnsand credit claims to correct previously filed original, Note: Refer to s. @x 2.105 for additional information regarding amendes-W

; f ; ey consinreturns required as a result of filing amended federal or other state returns,
otheramended or adJUStedlwonsm franchiser income tax or reports required as a resoftfederal audit adjustments made by the internal reve

returns, partnership returns, temporary recycling surgBar  nueservice.

returns or farmland preservation credit or homestead credit  (5) Forms. (a) Excephs provided in patb), an amended

claims. Wisconsinreturn orcredit claim requesting a refund shall be
(b) Under s. 71.75 (6), Stats., and as provided in this section,filed onthe proper form as shown in the following table, in the

arefund of taxes or credits under ch. 71, Stats., or temporarymannerprescribed in sub. (6). Aamended return filed for a

recycling surchage unders. 77.96 (4), Stats., may be claimed purposeother than toequest a refund is not required to be filed

only by filing an amended return or credit claim. on the forms indicated below
(c) An amended \gconsin return shall be filed with the
department if either an amended federal return is filed or an QRIGINAL FORM AMENDED FORM
amendedeturn is filed with another state for which a credit for 1 14 wi-z 1X
taxeshas been allowed againstdsbnsin taxes, and the changes
to the amended federal or other state retuiecathe amount of INPR INPR

Wisconsinnet franchise or income tax temporary recycling .
surchargepayable, a \lgconsin credit or a &consin net operat 1 or 1A with Schedule H 1X + corrected H*
ing loss, net business loss or capital loss carried forward. 1 with Schedule FC 1X + corrected FC*

(d) An amended\isconsin return filed to report internal rev
enue service adjustmentsmsvidedin s. Tax 2.105 (4) (a) shall
includea copy of the final federal audit report.

INPR with Schedule H or 1NPR + corrected H or FC*
FC

RegisterAugust, 2000, No. 536
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ORIGINAL FORM AMENDED FORM

Schedule H alone Schedule H
2 2

3 3

3S 3S

4 4X

41 41

4T 4T

5 4X

5S 5S
1CNP 1CNP
1CNS 1CNS

* If H or FC is changed.

(b) The department may prescribe a special form for taxpay
ersto use in claiming a refund, dress a specific tax issue.
In this situation, the special form may be used in lieu of the
amendedorm prescribed in pata).

Example: Wisconsin form 1X-R was developed in 1983address the issue of

the flow-through of interest exempt fromi¥¢onsin taxes receivétbm a quak
fied retirement plan.

(6) MANNER. (a) An amended return or credit claim shall be
in writing, indicate the reporting period for which the change
was made and contain statement setting forth the specific
groundsupon which the amended form is based.

(b) An amended return or credit claim other than form 1X or
4X shall be identified as an amended form by checking the
“amendedreturn” box if one is provided on the form or by mark
ing “AMENDED” across the top of the first page of the amended
form.

(c) An amended return or credit claim requesting a refund
may not be made a part of or attached to any origiiatonsin
returnor credit claim.

(d) An amended return or credit claim shall be mailed to the
departmenat the address specified on the form or in its instruc
tionsor at the address provided foailing amended Wconsin
returnsor credit claims.

Note: The address for mailing amendeds@énsin returns or credit claims is
WisconsinDepartment of Revenue,G? Box 8991, Madison, W1 53708-8991.

Note: Sections 71.75 (2) and 71.77 (5), 1989 Stats., were amended by 5991 W
Act 39, effective August 15, 1991. Under the statutes faatfimmediately prior
to the enactment of 1991i8VAct 39, sub. (4) (b)4 did not apply

Note: Section 71.76, 1989 Stats., was amended by 1991A4t 39, efective

for federal changes or corrections to a federal income tax return that became final
onor after August 15, 1991, and for amended federal and other state returns filed

on or after August 15, 1991. Under the statute factfimmediately prior tahe
enactmenbf 1991 Ws. Act 39, a taxpayer was required to report internal revenue
serviceadjustments to taxable income thdeefed the income reportable or tax
payableto Wisconsin, and to file an amendedsdbnsin returrif information con
tainedon an amended federal or other state tax retfiestatl incomeeportable

or tax payable to WWconsin.

Note: Section 71.75 (4), 1989 Stats., was amended by 1991Adt 39, efec-
tive for field audit notices issued on or after October991. Under the statute in
effectimmediately prior to the enactment of 199kWAct 39, the limitation in sub.
(4) (b)1. applied only to field auditghich resulted in an assessment of additional
tax.

Note: Section ax 2.12 interprets s81.30 (4), 71.74, 71.75, 71.76, 71.77, 71.80
(18)and 77.96 (4), Stats.

History: Cr. RegisterAugust, 1976, No. 248,feD-1-76; am. (1) (a), Register
September1983, No. 333, éf10-1-83; am, (1) (a) and (b),and recr(1) (c) and
(2), Register February1990, No. 410, £f3-1-90; r and recrRegisterMay, 1996,
No. 485, ef. 6-1-96.

Tax 2.30 Property located outside W isconsin —

depreciation and sale. (1) Score. This section appliesnly
with respect to resident individuals, estates, and trusts.

RegisterAugust, 2000, No. 536
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(2) DeriNniTiON.  In this section, “internal revenue code”
meansthe internal revenue code infett for the taxable year
specifiedin s. 71.01 (6), Stats.

Example: For taxable year 1988, “internal revenue code” meanstemal
revenuecode in efect on December 31, 1987.

(3) RESIDENTINDIVIDUALS, ESTATES,AND TRUSTS. Income or
lossderivedfrom property and business located outsidecdh-
sin by resident individuals, estates, and trusts, is taxable or
deductibleas appropriatander ch. 71, Stats. Except as provided
in sub. (4), the basis for depreciation and for determining gain
or loss on disposition of property for these taxpayers is the same
asthe basigletermined under the internal revenue code, whether
the property was acquired before becoming or whitesadent
of this state.

(4) ExcepTions. (@) When an individual acquires a new-resi
dencethe adjustetbasis of the new residence is not reduced for
nonrecognizedjain from the sale ogxchange of an old resi
dencelocated outside W§consin if:

1. The sale or exchange of thiel residence occurred in tax
ableyear 1975 or thereafter when the individual was rresa
dentof Wisconsin; or

2. The sale or exchange of the old residence occhefede
taxableyear 1975, whether the individual was a resident or not
atthe time of the sale or exchange.

(b) When an individual sells or exchanges a principat resi
dencelocated outside Wconsin and the nonrecognitiongsin
provisionsdo not applythe adjustethasis of the residence sold
or exchanged is not reduced for nonrecognized gain from any
previoussale or exchange of a principakidence located cut
side Wsconsin if:

1. The previous sale or exchange occuirethxable year
1975or thereafter when the individual was not a residentisf W
consin;or

2. The previous sale or exchange occurred before taxable
year1975, whether the individual was a resident or not at the
time of the sale or exchange.

Example: A taxpayer becomes ai¥¢onsin resident on July 1, 1988. Prior to
becominga Wisconsin resident the taxpayer had owned sevefefelift homes.
Eachtime a new home was acquired, the federal nonrecognition of gain provisions
appliedwith respect to the gain realized from the sale of the previous home. Upon
becominga Wisconsin resident, the taxpayer owrgeldome in Missouri with a fed
eraladjusted basis of $65,000 ($95,000 cost, less $30,000 of gains postponed from
prior sales). The Missouri honveas sold for $97,000 in August 1988. The taxpayer
decidesot to purchase a new residence. Thecdhsin adjusted basis of the Mis
sourihome is $95,000.

(c) For residential real property andrtain agricultural real
propertyplaced in service during taxable year 1986, depreci
ationand gain or loss on disposition of the property shall be com
putedunderthe internal revenue code irfegft on December 31,
1980unless:

1. The property is placed in service out—-of-state by a tax
payer during taxable year 1986 before the taxpayer becomes a
Wisconsinresident. In this case, the propestgdjusted basis
anddepreciation are the same as the amounts allowable for fed
eraltax purposes.

Example: A taxpayer becomes ai¥¢onsin resident on January 1, 1987. Prior
to that date, the taxpayer is an lllinois resident. On July 1, 1986, the taxpayer pur
chasesand places in service residential real property located in lllinois. On the tax
payer's1987Wisconsin return, the taxpayeradjusted basis and depreciation on
this property will be the same as the amounts shown on the taiepa98i federal
return. The taxpayer does not have to recompute the basis of the property and
depreciatdt using one of the methods permitted under the December 31, 1980
Code.

2. The property located out—of-staseacquired in a trans
action occurring in taxable yeat986 or thereafter where the
basisof the property in the hands of the transferee is the same as
the adjusted basis of the property in the hands of the transferor
The adjusted basis of the property on the date of the transfer is
the same as the federal adjusted basis.

Example: A taxpayer is a \lgconsin resident. The taxpayer receives by gift on

Januaryl, 1986, residential real propetgcated in lllinois. The adjusted basis of
the property to the donptransferaris $200,000. In acquiring the property by gift,
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the taxpayertransferee, receives the same adjusted basis in the property as thereceivedduring the taxable year by the member for services ren

transferorTheWisconsin adjusted basis will be the federal adjusted basis on Janu [, e _ .
ary1, 1986. deredfrom the beginning of the fifial pre—season training

Note: In the casef Wisconsin Department of Revenue vs. Romain A. Howick, Periodthrough the last game in which the team competes or is
100 Wis. 2d 274 (1981), the Wtonsin supreme court held that for the purpose of  scheduledo compete during that taxable yeand during the

determininga loss on a sale, the basis of propéobated outside Wconsin i it i
acquiredbefore the owner became d@sabnsin resident ithe basis determined taxableyear on a date outside this time perlod. The compensa

underthe internal revenue code. In this section the saimeiple is applied to gains tion in_C|Ud931 but is not limited to, salaries, wages, _bonUS_eS as
realizedon the disposition of sugproperty This principle was codified into s. describedn sub. (3) (c) and any other typEcompensation paid

71.05(1) (m), Stats., by 1985 M/ Act 261, efiective for the earliest taxabjear i i i
in respect to whicladditional assessments or refunds may be made. Section 71.05 durmg the taxable year to a member of a professmnal athletic

(1) (n) and (0), Stats., was alsteated by 1985 W8/ Act 261 to provide exceptions  teamfor services performed in that yedthe compensation may

with respect to a principal residencéeefive for the same period of timBection notinclude strike benefits, severance gaymination paycon
g-?S(kl))y &ngé,?(%azdt(g}zﬁatsw was renumbered s. 7(LB5(a), (b), and (c), tractor option year buy—out payments, expansion or relocation
ats. by . Ac . h
Note: Section 71.07 (1), Stats., was amended by Chapter 39, Laws of 1975, paymentsor any other payments not related to services rendered
effectivewith the 1975 taxable yed?rior to the 1975 taxable yearcome or loss for the team.
derivedfrom real property or tangible personal property followedsthes of the Examples: Services rendered on a date that does not fall within the regular sea

propertyfrom which derived. Section 71.07 (1), Stats., veasimbered ss. 71.04 soninclude participation in:

(1) (a) and 71_.362 1), Stgts., by 198sWAct 312. 1) Instructional leagues.
Note: Section &x 2.30 interprets ss. 71.05 (12) (a), (b) and (c), (15), (16), (17)

and(18) and 71.04 (1) (a), Stats.) 2) The “Pro Bowl.”

History: Cr. RegisterApril, 1978, No. 268eff. 5-1-78; r and recr(3), Regis 3) Promotional caravans.

Ei; s %g)BzFéglg?étge%%négsislaégzNrcgzzilrg?g?—'l(}s)aéo be (2) and am.,() and (3) METHODOFALLOCATION. (@) General. The allocation to
T A ' Wisconsinof incomeearned by a nonresident employe as total
Tax 2.31 Compensation received by nonresident compensatiorfor services rendered asmember of a profes

members of professional athletic teams. (1) Score. sionalathletic team shable made on the basis of a fraction, the

This section apportions and allocates ts®gnsin, ina fair and numeratorof which is the number of duty days spent withiisW

equitablemanner a nonresident employetotal compensation ~ consinrendering services for the team in any manner during the

for services rendered inig¢onsin as a member of a professional taxableyear and the denominator of which is the total number
athleticteam. The section does not apply to employesiciled of duty days spent both within and outsidés#énsin during the

in a state with which 8consin has a reciprocity agreement.  taxableyear

Note: Wisconsin has reciprocity agreements wilinois, Indiana, Kentucky (b) Duty days during the taxable yeabuty days shall be
Michiganand Minnesota. , ) includedin the fraction described in pda) for the taxable year

(2) DerINITIoNs. In this section: in which they occyrincluding where a teas'oficial pre-

(a) Except as provided in subds. 1. and 2., “duty days” meansseasortraining period througkhe last game in which the team
all days during the taxable year from the beginmifhg profes competesopr is scheduled to compete, occdtsing more than
sionalathletic teans oficial pre-season training peridarough onetaxable year The following additional provisions apply:
the last game in whictheteam competes or is scheduled to com 1. Days during which a member afprofessional athletic
peteand days on which a member of a professional athletic teamteamis on the disabled list, does not conduct rehabilitation-activ
rendersa service for a team on a date outside this pevéod. ities at facilities of the team and is natherwise rendering ser

Renderinga service includes conducting training and rehabilita  yices for the team in Wéconsin, may nobe considered duty
tion activities at the facilities of the team. Included within duty daysspent in Visconsin. However all days on the disabled list
daysshall begame days, practice days, days spent at team meet sha||be included in the total duty daggent both within and out

ings, promotional caravans and preseason training catags, sideWisconsin.

spentparticipating in instructional leagues, days spespatial 2. Travel days that do ndvolve either a game, practice,

gamessuch as the “Pro Bowl” aan “all-star” game and days  oammeeting, promotional caravan or otisénilar team event
servedwith the team through all post-season games in which the may not be considered duty days spent iisathsin but shall be

team competes or is scheduled to compete. The following ¢qnsideredn the total duty days spent both within and outside
exceptiongdo this definition apply: Wisconsin.

1. Duty days forny person who joins a professional athletic ¢y gonyses.Bonuses whiclshall be included for purposes
teamatfter thebeginning of the tearm'oficial pre—season train of the allocation described in péa) are:
ing period shalbegin on the day the person joins the team.- Con 1. Performance bonuses earned as a result of play during the
versely,duty days for any person who leaves a professional ath easbnjnclu dina b 4 for ch onshi M
g bonuses paid for championship, playwf

letic team before the last scheduled game shall end on the day th P laved by at f lectipall-star |
personleaves the team. Where a person switches professional 20V 9ames piayed by a team or for selectmali-star league

athleticteams during a taxable yeaeparate duty day calcula ~ ©OF Other honorary positions.

tions shall be made fothe periods the person was with each 2. Bonuses paid for signing a contract, unless all ofdhe
team. lowing conditions are met:
2. Days for whicha member of a professional athletic team a. Thepayment of the signing bonus is not conditional upon

is notcompensatednd is not rendering services for the team in the signee playing any games for the team or performing any
any manney including days when the member has been sus Subsequenservices for the team, or even making the team.

pendedwithout pay andprohibited from performing any ser b. The signing bonus is payable separately from the salary
vicesfor the team, may not be treated as duty days. andany other compensation.
(b) “Member of a professional athletic team” includes ¢. The signing bonus is nonrefundable.

employeswho are active players, players on the disabled list or  Examples: The following examples illustratie provisions of this subsection:
any other personsuch as coaches, managers and trainers, and 1) Player A, a member of a professional athletic team, is a nonresideis-of W

who are requ|red to and do travel with and perform services on consin. Player As contract for the team requires A to report to the tetaaihing
. . . campand to participate in all exhibition, regular season, and flggafes.Player
behalfof a professional athletic team on a regular basis. A has a two-year contract which covers seasons that occur during taxable year

(c) “Professional athletic team” includes, but is not limited tlététﬁablevearéégg% é%xgalbl& year 2/taxag!ehyear 3. gla,&secghtr%?t provitﬁs o
P atA receive , or the season which occurs during taxable year 1/taxable
to, any professmnabaseball, basketball, football, hockey or year2, and $600,000 for the season which occurs during taxable year 2/taxable year

soccerteam. 3. Player A receives $550,000 from the contract during taxable year 2 ($250,000
u : : for one—half the year 1/year 2 season and $300,000 for one—half the year 2/year 3
(d) TOtal, compensayon fcmfrwces rendered as a membe_r season).The portion of the compensation received by Player A for taxable year 2
of a professional athletic team” means the total compensationwhich is allocable tdNisconsin is determined by muitiplying the compensation
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PlayerA receives during the taxable year ($550,000) by a fraction, the numerator
of which is the total number of duty days Player A spends rendering services for

theteam in Visconsin during taxable year 2 (attributable to both the year 1/year 2

seasorand the year 2/year 3 season) and the denominator of which is the tetal num

berof Player As duty days spent both within and outsidsa¥nsinfor the entire
taxableyear 2.

2) Player B, anember of a professional athletic team, is a nonresidentssf W
consin. During the season, B is injured andii@ble to render services fosBeam.
While B is undegoing medical treatment at a clinighich is not a facility of the
teambut is located in \iéconsin, BS team travels to W&tconsin for a gameThe
daysB'’s team spends in itonsin for practice, games, meetings, etc., while B is
presentt the clinicare not considered duty days spent isédhsin for Player B
for that taxable yeabut those days are included within total duty days spent both
within and outside \igconsin.

3) Player C, anember of a professional athletic team, is a nonresidenissf W
consin. During the season, C is injured andrigble to render services fos@am.
C performs rehabilitation exercises at the facilities aft€am in Visconsin as well
asatpersonal facilities in consin. The days C performs rehabilitation exercises
in the facilities of GS team are considered duty days spentigtivisin for Player
C for that taxable yeaHowever days Player C spends at personal facilitiesig W
consin are not considered duty days spentistisin for Player C for that taxable
year,but those days are included within total duty days spent both withiound
sideWisconsin.

4) Player D, a member of a professional athletic team, is a nonresideis-of W
consin. During the season, D travels tasabnsin to participate in the annual all-
stargame as eepresentative of B'team. The days D spends iis@énsin for prac
tice, the game, meetings, etc., are considered to be duty days spastam¥ih
for Player D for that taxable yeas well as included within total duty days spent
bothwithin and outside \fgconsin.

5) Assume the same facts as in example 4, except that Player D is not participat

ing in the all-star game and is not rendering services ftd2m in any manner
Player D is instead traveling to and attending the game solely as a spetietor
daysPlayer D spends in Mtonsin for the game are not considered to be duty days
spent in Visconsin. Howevethose days are included within total duty days spent
bothwithin and outside \lgconsin.

6) Player E, a member of a professional athletic team, is a nonresideist of W
consin. During the pre—season, E travels teddhsin to participate in a training
campwhich ES team conducts in Mtonsin. E performs no further services in
Wisconsin. E's team does not play any regular season or filggiofes in Wscon-
sin. The days E spends inistlonsin at the teamtraining camp are considered to
be duty days spent in 1&tonsin for Player E for that taxable year

(4) ALTERNATIVE METHODS OF ALLOCATION. It is presumed
thatapplication of the provisions of this section will result in a
fair and equitabl@pportionment of compensation received by

nonresidentmembers of professionathletic teams. Where it

is demonstrated that the method provided under this section doe%th

not fairly and equitably apportion the compensation dbeart

mentmay require the member of a professional athletic team to

apportion and allocate tttempensation under a method which

the department prescribes, provided the prescribed method

resultsin a fair and equitable apportionment. A nonresident
memberof a professional athletic team may submit a proposal
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3. Gross interest income reportable on line 5 of federal form
1120.

4. Gross rents reportable on line 6 of federal fofraQ0L
5. Gross royalties reportable on line 7 of federal fotr®0L

6. The gross salgwice from the disposition of capital assets
andbusiness assets includable in computing the net gain or loss
onlines 8 and 9 of federal forni20.

7. Gross receipts passed through from other entities, and all
otherreceipts that are included gross income for \§consin
franchiseor income tax purposes.

Note: In this subsection, line numbers of forms refer to the 1999 forms.

(b) “Gross receipts from all activities of exempganiza-
tionstaxable as corporations” means the sum offdlewing
itemsreportable by those entities:

1. Gross receipts or sales reportabteline 1a of federal
form 990-T exempt oganization business income tax return.

2. The gross salgwice from the disposition of capital assets
andbusiness assets includable in computirgygain or loss on
lines4a and 4b of federal form 990-T

3. Gross rents includable in computing rent incoméren
6 of federal form 990-T

4. Gross income from unrelated debt—financed property
includablein computing unrelated debt-financed income on
line 7 of federal form 990-T

5. Gross interest, annuities, royalties aedts from con
trolled organizations includable in computing those items of
incomeon line 8 of federal form 990-T

6. Grossinvestment income includable in computing
investmentncome on line 9 of federal form 990-T

7. Gross exploited exempt activity income includaible
computingthat item of income on line 10 of federal fo8®0-T

8. Gross advertisingicome includable in computing adver
tising income on line 1 of federal form 990-T
9. Gross receipts passed through from other entities, and all
erreceipts that are included gross income for Wconsin
franchiseor income tax purposes.

(c) “Grossreceipts from all activities of insurance compa
nies” meanghe sum of the following items reportable by irsur
ancecompanies:

1. Gross premiums earned reportable on lines 1 and 8 of

for an alternative method to apportion compensation where thescheduleA on federal form 120-PCU. S. property and casu
member demonstrates that the method provided under this secalty insurance company income tax return.

tion does not fairly and equitably apportion the compensation.
The proposed method shall be fully explained on the member
Wisconsinincome tax return.
Note: Section Bx 2.31 interprets s/1.02 and 71.04 (1) (a) andljl Stats.
History: Cr. RegisterMay, 1996, No. 485, &f6-1-96.

Tax 2.32 Recycling surcharge — gross receipts
defined. (1) PurpPosk. This section defines “gross receipts”
for purposes of the recycling surcharunder subch/Il of ch.
77, Stats.

Note: For any taxable yeaa recycling surchge is imposed on: (a) individuals,
estatestrusts, statutorgmployes and partnerships that have at least $4,000,000 in

grossreceipts from a trade or business for the taxable year; (b) corporations and

insurersthat have at least $4,000,00@yross receipts from all activities for the-tax

2. Gross dividends reportable on line 2 of schedule A, or line
2 of schedule B if applicable, on federal ford20-PC.

3. Gross interest income reportable on line 3a of schedule
A, or line la of schedule B if applicablen federal form
1120-PC.

4. Gross rents reportable on line 4 of schedule A, or line 3
of schedule B if applicable, on federal ford20-PC.

5. Gross royalties reportable on line 5 of schedule A, or line
4 of schedule B if applicable, on federal ford20-PC.

6. The gross salgwice from the disposition of capital assets
andbusiness assets includable in computirgygain or loss on
lines6 and 7 of schedule A, tines 5 and 7 of schedule B if appli

ableyear; and (c) individuals, estates, trusts and partnerships engaged in farmingcable,on federal form 120-PC.

that have at least $1,000,000 in gross receipts from farming for the taxable year
(2) DeriNiTIONs. Insubch. VIl of ch. 77, Stats., and this-sec
tion:
(a) “Gross receipts from all activities of corporationséans
the sum of the following items reportable by corporations other
thanthose listed in pars. (c) and (d):

1. Gross receipts or sales reportabieline 1a of federal
form 1120, U. S. corporation income tax return.

2. Gross dividends reportable on léhef federal form 120.

RegisterAugust, 2000, No. 536

7. Gross receipts passed through from other entities, and all
otherreceipts that are included gross income for \§consin
franchiseor income tax purposes.

(d) “Gross receipts from adctivities of tax—option (S) cer
porations”’means the sum of the following items reportable by
S corporations:

1. Gross receipts or sales reportabteline 1a of federal
form 1120S, U. S. corporation income tax return for an S eorpo
ration.
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2. Gross rents includable in Computing the income from real Note: See par(e) for information relating to individuals, estates amncts

estateand other rental activities reportable on lines 2 and 3a of e"92gedn farming. o .
schedule K on federal forml20S. (h) “Gross receipts gbartnerships” means the total receipts

: : : or sales from altrade or business activities other than farming,
K Oﬁ'fe%;?Zng:%riztolgcome reportable on line 4a of S‘Checjmereportableby partnerships for federal income tax purposes,
L ' ) beforeany deductiorfor returns and allowances or any other

4. Gross dividends reportable lime 4b of schedule K on  pysinesexpenses. Gross receipts include the sum of the follow

federalform 1120S. ing:

5. Gross royalties includable in computing royalty income 1. Gross receipts or sales reportabieline 1a of federal
reportableon line 4c of schedule K on federal fori20S. form 1065, U. S. partnership return of income.

6. The gross salgwice from the disposition of capital assets 2. Gross receipts, other than fareceipts, passed through

andbusiness assets includable in computirggain or loss on  from otherpartnerships and fiduciaries and includable in-com
line 4 of federal form 120S and lines 4d, 4e, 4f and 5 of schedule pyting the amount on line 4 of federal form 1065.
K on federal form 120S. 3 3. The gross sales prié@m the sale or disposition of busi

7. Gross receipts passed through from other entities, and allnessassets, other than farm assets, includable in computing the

otherreceipts that are includexd gross income for Wconsin netgain or loss on line 6 of federal form 1065.
franchiseor income tax purposes. o 4. Gross receipts from the rental of tangible personal-prop
(e) “Gross recel_ptérom farmlng, of |_nd|V|duaIs, estates, erty.
trustsand partnerships engaged in farming” meitiessum of 5. Other gross receipts includable in computing other
the following items reportable by those entities: incomeor loss on line 7 of federal form 1065.
1. Gross receipts or sales reportable on lines3a%a, 7a, Note: See par(e) for information relating to partnerships engagefdiming.
8aand 9 of federal schedule profit or loss from farming. Note: Section ax 2.32 interprets subch. VIl of ch. 77, Stats.

h | . ff includi l K Note: Subchapter VII of ch. 77, Stats., was amended by 1989A%!t 9, to
2. The gross sales price of farm assets, including livestock, repiacethe expired temporary recycling suragmmith a recycling surchge,
includablein computing ordinary income or loss on federal form effective for taxable years beginniran or after January 1, 2000. This section

4797,sales of business property appliesto the recycling surchge imposed for taxable years beginning on or after
" ; o ,  Januaryl, 2000.
() “Gross receipts of exemptgamizations taxable as trusts Note: Cr. Register August, 2000, No. 536, eff. 9-1-00.
means the total receipts or sdi@sn all trade or business activi
ties other tharfarming, reportable by those entities for federal Tax 2.39 Apportionment method. (1) GENERAL.

income tax purposes, before any deduction for returns and Exceptas provided in sub. (3) (a), any person, except resident
allowancesor any other business expenses. Gross receiptsindividuals,resident estates and resident trusts, engaged in busi
includeany of the following: nesshoth within and without \igconsin shall report by the statu
1. Gross receipts or sales reportabteline 1a of federal ~ tory apportionment method when the persdnisiness in \g-
form 990-T, exempt oganization business income tax return. gonSIFtl is E}[D mtt_etgral Fl)lart of a Utf"tafy bujénesfbun!ess the
2. The gross salgwice from the disposition of capital assets d€Partmentn writing, allows reporting on a darent basis.
and businegs assetsqi,;cludable in conrw)putmggain ol? loss on Note: Refer to ss. 71.04 (4) and 71.25 (6), Stats.

lines4a and 4b of federal form 990-T 2 PEFINITI_ONS. In this se(ition: o
3. Gross rents includable in computing rent incoméiren (a) “Apportionable income” has the meaning in s. 71.25 (5)
6 of federal form 990-T (a), Stats.

(b) “Engaged in business within and withouiséénsin”
meanshaving business activity which is didient to create
nexusin Wisconsin and at least one other statéoreign coun
try.
trolled organizations includable in computing those items of __(C) “Gross receipts” means gross sales less returns and allow
incomeon line 8 of federal form 990—T ancesplus service chges, freight, carrying chges or time-

. . . . ) price differential chages incidental to theales. Federal and
6. Grossinvestment income includable in computing state excise taxes, including sales and use taxes, shall be

4. Gross income from unrelated debt—financed property
includablein computing unrelated debt-financed income on
line 7 of federal form 990-T

5. Gross interest, annuities, royalties agdts from con

investmentncome on line 9 of federal form 990-T includedas part of the receipts if the taxes are passed i to
7. Gross exploited exempt activity income includaible  purchaseor included as padf the selling price of the product.
computingthat item of income on line 10 of federal fo@90-T (d) “Nexus” means that a taxpayebusiness activity in a
8. Gross advertisingicome includable in computing adver  stateor foreign country is of such a degree that the stafteror
tising income on line 1 of federal form 990-T eign country has jurisdiction to impose an incotag or fran
9. Gross receipts passed through from other entities, and allchisetax measured by net income on the taxpajexus may
otherreceipts that are included gross income for Wconsin existeven if a state or foreign country does impose a tax on
franchiseor income tax purposes. the taxpayerConverselyvoluntary filing and paying income or

franchisetaxes when not required to do so,paying a fee for

(g) “Grossreceipts of individuals, estates, trusts and statu v OT A e = .
tory employes” means the total receipts or sales from all trade dualification,organization or for the privilege of doing business

or business aciviies othehan farming, reportable by those 1" (18! 3E0F 27 SN PORHy Some o 1 JBCih GBS kS
entitiesfor federal income tax purposes, before any deduction yerermining whether nexus exists.

for retums, an,d allowances or any Ot,her businegsenses. Examples: 1) State A imposes a corporation franchise tax measured by net
Grossreceipts include any of the following: incomefor the privilege of doing business in that state. CorporatifiteXa return

; ; andpays the $50 minimum tax, although it carries on no activities in State A. Cor
1. Gross re_celpts or sales re_portable on line 1 of federal porationX does not have “nexus” in State A under these circumstances.
scheduleC, profit or loss from business.

2) State B requires all nonresident corporations which qualifggister to do

2. Gross receipts reportable on line 1 of federal schedule businessn State B to pay to the secretary of state an annual license fee or tax for

_ : ; the privilege of doing business in the state regardless of whether the privilege is in
C-EZ,net profit from business. fact exercised. The amount paid is determined according to the total authorized
3. The gross sales price of assets includabtminputing capital stock of the corporation; the rates are progressively higher by bracketed

: : H amountsThe statute sets a minimum fefe$50 and a maximum fee of $500. Fail
ordinaryincomeor loss on federal form 4797, sales of business ure to pay the tax bars a corporation from utilizing the state courts for enforcement

property. of its rights. State B also imposagorporation income B and pays the required fee
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to the secretary of state but does not carry on any activities in State B other thal
utilizing its courts. Corporation Y does not have “nexus” in State B under these cir
cumstances.

3) State C requires all nonresident corporations qualified or registered to do
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nshallbe determined fopurposes of the numerator of the factor
onthe basis ofhe ratio of time used, serviced and stored within
Wisconsinto total time used, serviced and stored during the tax

businessn StateC to pay to the secretary of state an annual permit fee or tax for period.However an automobile assigned to a traveling employe

doingbusiness in the state. The base of the féaxois the sum of (1) outstanding

capitalstock, and (2) surplus and undivided profits. The fee or tax base attributable

to State C is determined by a three-factor apportionment formNolaresident
CorporationZ, which operates a plaint State C, pays the required fee or tax to the
secretanof state. Corporation Z by virtue of its operation of a plant in State C has
“nexus”in State C.

4) State D imposes@orporation franchise tax measured by net income for the

privilege of doing business in that state. Corporation W files a return based upon

shallbe includedn the numerator of the factor if the emplaye’
compensatioris assigned to Wconsin undethe payroll factar
Note: Refer to ss. 71.04 (5) and 71.25 (7), Stats.
(b) Owned poperty. Property owned by the taxpayer is-val
uedat its original cost for purposes of computing fineperty
factor.As a general rule “original cost” is deemed to be the basis

its business activities in the state but the amount of computed liability is less than Of the property for federal income tax purposasr to any

the minimum tax. Corporation W pays the minimum tax. Corporation W has
“nexus”in State D under these circumstances.

5) Corporation U is actively engaged in manufacturing farm equipment in State
E. State E imposes a net income tax but exempts corporations engaged in-manufa

turing farm equipment. Corporation U has “nexus” in State E under these eircum
stances.

6) Corporation V has a saledioé and warehouse located in Stat&tate F does
notimpose a corporation franchise or income tax. Corporatibad/‘nexus” in
StateF.

adjustmentsat the time of acquisition by the taxpayer and
adjustedby subsequent capital additions or improvements to the
Joropertyand partial disposition of the propertyy reason of
sale,exchange, abandonment or other means. If the original cost
of property is unascertainable, the property shall be included in
thefactor at its fair market value as of the date of acquisition by
the taxpayer Any subsequent adjustments, other than depreci

(e) “Nonapportionable income” has the meaning in s. 71.25 ation or amortizationto net income which &dct propertysuch

(5) (b), Stats.

() “State” means any state of the United States, the Distric
of Columbia, the commonwealth of Puerto Rico, and any-terri
tory or possession of the United States. A foreign country is no
astate.

(3) APPORTIONMENT FRACTION. (a) For the reportingf
income for the purposes of franchise or income taxation, all
businessesxcept financial @anizations and public utilities as
definedin ss. 71.048) and 71.25 (10), Stats., and corporations
that are authorized to use an alternatimethod of apportion
mentunder s. 71.25 (14), Statshall use an apportionment frac
tion composed of a sales factepresenting 50% of the fraction,
aproperty factor representing 25% of the fraction and a payrol
factor representing 25% of the fraction. Propgeigyroll or
salesrelated to the production of nonapportionable income

describedn s. 71.04 (1) and (4) or 71.25 (5) (b), Stats., may not
beincluded in either the numerator or the denominator of any of

the apportionment factors. If onéthese factors is omitted pur
suantto s. 71.04 (10) or 71.25X), Stats., th@ercentages of the
fraction represented by the remaining factehall be adjusted
asfollows:

1. If either the property factor gayroll factor is omitted,
the otherfactorshall represent 33 1/3% of the fraction and the
salesfactor shall represent 66 2/3% of the fraction.

ascapitalizations of repairs and adjustments to invenshall
also be included in the property factorhe original cosof
depletablgpropertysuch as mines, oil and gas wells and timber
+ shallbe reduced by angxtraction to the extent that cost deple
tion hasbeen allowed. Inventories shall be included in the factor
in accordance with the valuation methasked for Visconsin
incomeor franchise tax purposes. Property acquired by gift or
inheritanceshall be included in the factor at its basis for federal
incometax purposes. Pollution abatement equipment or waste
treatmenffacilities written of as an expense under s. 71(PH4)
and(2g), 1985-86 or prior years Stats., but still in use, shall be
includedat original cost.

Note: Refer to ss. 71.04 (5) (c) and 71.25 (7) (c), Stats.

(c) Rented poperty. Property rented by the taxpayer is-val

uedat 8 times thaet annual rental determined at asri@ngth
for purposes ofomputing the property factddet annual rental
is the annual rental paid by the taxpayar allocated bythe
departmenpursuant to s. 71.10 (1), 71.30 (2) or 71.80 (1) (b),
Stats. Jess any annual rental received bytdogayer from sub—
rentals.In exceptionatases this definition of net annual rental
may result in a negative value or clearly inaccurate valuation. In
theseexceptionalnstances, any other method which will prop
erly reflect thenet annual rental value may be required by the
departmenbr may be requested by the taxpayenveverin no
casemay the net annual rental kess than an amount which

t

2. If the sales factor is omitted, the property factor and the bearsthe same ratio to the total annuehtal paid by the tax

payroll factor shall each represent 50% of the fraction.

Note: See ss.dx 2.46, 2.47, 2.475, 2.48, 2.49, 2.50 and 2.505 for special-appor
tionmentfractionsof interstate air carriers, motor carriers, railroads, sleeping car

companies, car line companies, pipelines, finance companies, public utilities and

professional sports clubs.

(b) The apportionment method may be used drtlye tax
payerhas nexus in W§consin and at least one other state or for
eigncountry and its business withini$fonsin is an integral part
of a unitary business.

Note: Refer to ss. 71.04 (4) and 71.25 (6), Stats.

Note: See s. dx 2.395 for an alternative method of apportioning the income of
certaincorporations.

(4) ProPERTYFACTOR. (&) Numerator; denominatorThe
numeratorf the property factor shall include the average value
of the real and tangible personal property owned or rented an
usedby the taxpayer in W§consin in the production of appor
tionableincome during the tax period. The denominatoall

includethe average value of all of the real and tangible personal

propertylocated everywherewned or rented and used by the
taxpayerin the production of apportionable income during the
tax period. Property in transiin the date or dates for determin
ing its average value, as described in ffarshall be considered

to be at its destination, for purposescomputing the property
factor. The value of mobile omovable property such as con
structionequipment, trucks, airplanes or other equipment which
is located within and withoutVisconsin during the tax period
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payeras the rental value of the part of the property used by the
taxpayerin the production of apportionable income bearhéo
total rental value of the same rental property

(cm) Annual ental. In this subsection, annual rental:

1. Is the amount paid as rental for the property for a
12-month period. Where property is rented for less than
12-monthperiod, the net rent paid for the actual period of rental
shall constitute the “annual rental” féihe tax period. Where a
taxpayerhas rented property for a term of 12 or more moentials
thetax period for which the property factor is being computed
coversa period of less than 12 months, such as may be @ue to
reorganizatioror change of accountingeriod, the net rent paid
for the short tax period shall be annualized; howef/gre rental
dterm is for less than 1ehonths, the rent shall be adjusted accord
ingly.

2. Isthe actual sum of money or other consideration pay
able,directly orindirectly, by the taxpayer or for its benefit for
the use of the property and includes:

a. Any amount payable for the use of real or tangible per
sonal propertyor any part of the propertwhether designated
asa fixedsum of money or as a percentage of sales, profits, or
otherwise.

b. Any amount payable as additional rent or in lieveoits,
such as interest, taxes, insurance, repairs or any other items
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which are required to be paid by the terms of the lease or other
arrangementput does not include amounts paid as service
charges,such as utilities or janitor servicel. a payment
includesrent and other chges unsegregated, such as rental
chargedor public warehouses, the amount of rent shall be-deter
minedby making a reasonable allocation betwd#enrent and

the other items.

3. Does not includincidental day-to—day expenses such as
hotel or motel accommodations, daily rental of automobiles or
royaltiesbased on extractioof natural resources, whether rep
resentedby deliveryor purchase. For this purpose, a royalty
includesan amount paid to a holderanfi interest in real property
which constitutes a sharing of currentfature production of
naturalresources from the propertwhether denominated as
royalty, advanced royaltyental, delay rental or otherwise.

Note: Refer to ss. 71.04 (5) (c) and 71.25 (7) (c), Stats.

(d) Leasehold immvements. Leasehold improvements
shall,for the purposes of the property factoe treated as prep
erty owned by the taxpayer regardlessadiether the taxpayer
is entitled to remove the improvements or the improvements
revertto the lessor upon expiration of the lease. The original cost
of leasehold improvements shall be included in the factor

(e) Construction in pogress. Property or equipment under
constructionduring the tax period, except inventoriable goods
in process, shall be excluded frahe factor until the property
is actually used by the taxpayer in the regular course taile
or business. Ithe property is partially used by the taxpayer in
theregular course of its trade or business while under construc
tion, the value of the property to the extent used shall be included
in the property factor

(f) Averaging poperty values.As a general rule the “average
value” of property shall beletermined by averaging the value

atthe beginning and ending of the tax period, but the department

may require or the taxpayer may utilize the averaging of
monthly values during the tax periodrnéasonably required to
properly reflect the average value of the taxpay@roperty
Averagingby monthly values shall generally be applied if-sub
stantialfluctuations in the values of the property exist during the
tax period, or where property is acquired after the beginning of
thetax period or disposed of before the end of the tax period.
Note: Refer to ss. 71.04 (5) (d) and 71.25 (7) (d), Stats.

(5) PavroLL FACTOR. (a) Numerator; denominator The
numeratorof the payroll factor shall include the tothount
paidin Wisconsin during the tax peridy the taxpayer for com
pensationin the production of apportionable income and the
denominatorshall includethe total compensation paid every
whereduring the tax period by the taxpayer in the produatfon
apportionabléncome. Compensation is paid instbnsin and
includedin the numerator if, gsrovided in ss. 71.04 (6) (b) and
71.25(8) (b), Stats., one of the following applies:

1. The individuals service isperformed entirely within
Wisconsin.

Example: Corporation A has a manufacturing plant locateédfisconsin. The
compensatiorof an lllinois resident who works at theiddonsin manufacturing
plantis included in the numerator of the payroll factor since the emplsgevice
Is performed entirely in \lgconsin.

2. The individuals service is performed within and without
Wisconsin but the service performed withouid®onsin is inci
dentalto the individuat service within Wsconsin.

Example: Corporation B has its headquarters amdanufacturing plant in ¢
consin.Corporation B also has a manufacturing placated in Indiana. The man
agerof the Wsconsin manufacturing plant spends two weeks during the tax year
atthe manufacturing plant locatedlmdiana training the new plant managkne
compensatiof the Wsconsin plant manager is included in the numerattief
payroll factor because the purposes performed in Indginaidental to the service
performedin Wisconsin.

3. A portion of the service is performédWisconsin and
the base of operations of the individual is insébnsin.

Example: Corporation C has a salefic# located in Visconsin. A salesperson

working out of the Visconsinoffice solicits sales in \consin, Minnesota and
lowa. Since a portion of the salespersosérvice is performed in ¥¢onsin and
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the salespersor’base of operations is inistonsin, the compensation of the sales
personis included in the numerator of the payroll factor

4. A portion of the service is performed ind&bnsin and,
if thereis no base of operations, the place from which the indi
vidual’'s service is directed or controlled is indgbnsin.

Example: Corporation D has its regional saleficefin Wisconsin. An lowa res
identworks out of her home as a salesperson for Corporation D and solicits sales
in lowa, lllinois and Visconsin. The salesperson is directed from the regional sales
office located in \isconsin. The compensation of the lowa salesperson is included

in the numerator of the payroll factor since a portion of her service is performed in
Wisconsin,she has no base of operations and she is directed fisconin.

5. A portion of the service is performed withiisconsin
andneither the base of operations of the individual nor the place
from which the service is directed or controlled ity state in
which some part ofhe service is performed, but the individaal’
residences in Wisconsin.

Example: Corporation E is headquartered in and has its sdies of Indiana
andmaintains inventory in Wconsin.A Wisconsin resident salesperson solicits
salesn Wisconsin and Minnesota. The compensation of tieedisin salesperson
is included in the numerator of the payroll factor since a portion of the salesperson’
serviceis performed in éconsin, the salespersoraisesident of \i¢consin and
the salesperson is directed or controlled from Indiana but performs no services in
Indiana.

6. The individual is neither a resident of nor perfosas

vicesin Wisconsin but is directed or controlled from aficaf
in Wisconsin and returns toig¢onsin periodically for business
purposesand the state in which the individual resides does not
havejurisdiction to impose incomer franchise taxes on the
employer.

Example: Corporation F has its saledio in Wisconsin. A salesperson resides
in Nebraska and solicits sales in Nebraska and Kansas. Corporation F does not have
nexusin Nebraska or Kansas. The salesperson returns toigeWin sales &tite
for two weeks each year for meetings and training. The compensatite of
Nebraskasalesperson is included in the numerator of the payroll factoe he is
directedfrom an dfice in Wisconsin, returns to ¥&tonsin periodically for business
purposesand Corporation F does not have nexus in Nebraska.

Note: Refer to ss. 71.04 (6) (a) and (b) and 71.25 (8) (a) and (b), Stats.

(b) Services. An individual shall be considered to per
forming a service in Méconsin during the year if the individual
performsservicesin Wisconsin for at least 5 days during the
year. The compensation of any one employe may not be split
betweer2 ormore states during the year; howeteis does not
apply if the employe is transferred or changes positauring
the year

(c) Compensation.Compensation includes:

1. Wages, salaries, commissions and any other foim
remuneratiorpaid to employes for personal services including
amountscontributed to a qualified cash or deferred arrangement
undersection 401 (k) of the internedvenue code on behalf of
employeswho have elected fparticipate in the plan. However
matching contributions to the trust by an employer under s. 401
(k) of the internal revenue code are not included since the
employesdo not have a right to receive the matching contribu
tionsdirectly in cash.

2. The value of board, rent, housing, lodging and other-bene
fits or services furnished to employes by the taxpayer in return
for personal serviceqrovided that these amounts constitute
incometo the recipient under the federal internal revecnge
for the year for which the payroll factor is computed. In the case
of employes not subject to the federal internal revenue code,
suchas citizens of foreign countries employed in foreigon
tries, the determination ofvhether the benefits or services
constituteincome to the employes shall be made as though the
employes are subject to the federal internal revenue code.

3. Deductible management or service fees paid, or manage
mentor service fees allocated by the departmeter s. 71.10
(1), 71.30(2) or 71.80 (1) (b), Stats., to a related corporation, as
definedin s. 267 (f) (1) of the internal revenue code, as consider
ation for the performance of personal services. As provided in
s.71.25 (8) (d), Stats., the recipient of these fees manciate
the compensation paid to its employes with respect to the per
sonalservices in either the numerator or denominatds pay
roll factor and thesitusof the fees is in lconsin if the services
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fulfill one of the requirements par (a). Except for these man
agemenbr service fees, payments made to an independent con
tractor or any other person not properly classifiable as an
employeare excluded.

Examples: 1)Corporation A, headquartered in lllinois, owns 100% of the stock
of Corporation B which is headquartered ims@énsin. Employes of Corporation
A perform all the accounting functions for Corporation B. For these services Cor
porationA chaged $30,000 of dite payroll as management fees to Corporation
B, which paid thaamount to Corporation A. If the employes of Corporation A that
performedthe accounting services for Corporation B were based in Illinois and
spentonly part of their time in \lgconsin while performing these services, no por
tion of the $30,000 is includable in the numerator ofpidngroll factor of Corpora
tion B because the services do not meet the requirements. ¢hparhe entire
$30,000is includable in the denominator of the payfatitor of Corporation B. If
CorporationA files a Wsconsin return on the apportionment basis, it may not
includein its computation of the payroll factor the $30,000 paid to its employes for
serviceghey performed for Corporation B.

2) Corporation C, headquartered insébnsin, owns 100% of the stock of €or
porationD which is also headquartered insébnsin. Employes of Corporation C
prepareall tax returns for Corporation D. For these services Corporation Gechar
$20,0000f tax department payroll as managenfers to Corporation D, which
paidthat amount to Corporatidd. All of the services were performed insabn-
sin. The $20,000 is included both the numerator and denominator of the payroll
factor of Corporation D. Corporation C may not include the $20,000 in either the
numerator or denominator of its payroll factor

Note: Refer to ss. 71.04 (6) (d) and 71.25 (8) (d), Stats.

(d) Excludable compensationCompensation paid to pro
ducenonapportionable income or losses or income exépt
taxationunder ch. 71, Stats., may rm included in the numera
tor or denominator of the payroll factor

Note: Refer to ss. 71.04 (6) (c) and 71.25 (8) (c), Stats.

(6) SALEs FACTOR. (a) Numerator; denominator The
numeratorof the sales factor shall includee gross receipts
from sales which are in &tonsinin the production of apper
tionableincome; and the denominator shall include all gross
receiptsfrom sales in the production of apportionable income.

Note: Refer to ss. 71.04 (7) and 71.25 (9), Stats.

(b) Sales of tangible personalgperty attributable to V§-
consin. 1. Grosgeceipts from the sales of tangible personal
property,except sale® the federal government as described in
subd.4., are in Visconsin if the property is delivered or shipped
to apurchaser within \lgconsin regardless of the f.0.b. point or
other conditions of the saléSome situations in which property
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tor was at the designation of the purchaser andsthdtere the product was deliv
ered.Therefore, Corporation Mor Wisconsin franchise tax purposes, is required

to include the amount of this dock sale in both the numerator and the denominator
of the sales factor

c. Theshipment by either the taxpayer or the purchaser ter
minatesin Wisconsin, evethough the property is subsequently
transferrecby the purchaser to another state.

Example: Corporation B has a Mtonsin manufacturing plant which makes
enginesor anindiana based manufactur@itle to the engines passes to the-pur
chasemfter the engines are tested. Corporation B, at the direction of the purchaser
ships the tested engines to a public warehousado0nsin. The warehouse stores
the engines until directed to ship them by fhechaserThese sales are included
in the numerator of the sales factor for Corporation B since the public warehouse
is considered to be a business location of the Indiana purchaser and the warehouse
is located in Visconsin.

d. The recipient is in \lgconsin, even though the property
is ordered from outside Mtonsin.

Note: Corporation A manufactures batteries at a locationistiisin. It sells
batteriesto an lllinois retailer which operates stores nationwide. The purchaser
ordersthe batteries from its lllinois location and directs Corporation A to ship the
batteriegto its warehouse in i&tonsin. These sales are included in the numerator
of the sales factor since the batteries were shipped is@WMgin location.

e. The property is being shipped by a seller or purchaser
from one state to a consignee in another state and is diverted
while enroute to a purchaser inisbonsin, or the designee of a
purchasemwho is in Wsconsin.

Example: Corporation X, a manufacturer located in SupeWsconsin, sells
aportion of its manufactured product via a consignment arrangement with a retail
er—consigne@ Chicago, lllinois. Pursuant to an order frtm Chicago consignee
for additional inventoryCorporation X ships vids own trucks additional inven
tory of its product to Chicago. After entering lllinois but before reaching Chicago,
the driver receives instructions from the consignee to deliver the entire load to a
customer in Beloit, Wéconsin. Since the property was shipped to a purchaser in
Wisconsin the sale is attributable toi¥¢onsin and the gross receipts from the sale
areincluded in both the numerator and denominator of Corporat®eategactor

2. If the taxpayer does not have nekuthe state of destina
tion, the sale is attributed toi¥¢onsin if the property is shipped
from an ofice, storewarehouse, factory or other place of stor
agein Wisconsin. The amount included in the numerator of the
salesfactor shall be at 50% of the salEsr purposes of this sub
division:

a. Sales are attributed Wisconsin even though the tax
payerhas a certificate of authority in the stafalestination but

is considered to be delivered or shipped to a purchaser withinthe business activities in the destination state do not result in

Wisconsinare if:

a. Theproperty is picked up outsidei¥¢onsin by a pur
chaserhaving a Visconsin business location and fhechaser
returnsto Wisconsin with the property

Example: CorporatiorB is a Minnesota brewer that sells beer toiacdhsin
purchaseto be picked umt the brewes shipping dock in Minnesota. The pur
chaseiis a beer distributor whichsed its own vehicle to pick up the beer and haul
it back to Wsconsin. Corporation B is subject to the tax by the stateisdofsin.
Thesedock sales are assigned tas@dnsin in Corporation B’sales factor in its
apportionmenformula for Wsconsin tax purposes, since the purchiadecation
is in Wisconsin and the product is shipped ts®gnsin. Therefore, Corporation
B, for Wisconsin franchise tax purposes, will include the amount of this dock sale
in both the numerator and the denominator of the sales.factor

Note: In Pabst Bewing Co. WNisconsin Departmerdf RevenuéCt. App. Dist.
1V, 1986), 130 Wé. 2d 291, the taxpayer sold beer to an lllinois distributor who
pickedit up in its own truck at the taxpaygMisconsin shippinglock and hauled
it to lllinois. The Court held that the sales were n&ddhsin sales, since the leca
tion of the purchaserather than the location of the pickup of the prodceiy

trolled the determination of where the sale was assigned for purposes of the sales

factor. The Court noted that if the sales were assigned$odiisin, the methoof
delivery,a condition of the sale, would be the determinative, wisiclontrary to
statute . These sales are referred to as “dock sales,” which areghlesewhere a
purchaseruses its owned or rented vehicles or a common carrier imiaae
arrangementwiith to take delivery of the productihie seller—taxpay&s shipping
dock.

b. The taxpayerat the designation of the purchaserthe
purchasedelivers to or has the property shipped to a recipient
otherthan the purchaser withinig¢onsin.

Example: Corporation M is a lconsin manufacturer that sells plumbing ware
to an lllinois wholesaler and retailer to be picked up at the manufdststepping
dockin Wisconsin. The purchaser has its corporate headquarters in lllinois. The
purchaseuses its own vehicle to pick up plumbing ware and haul it to theieb
of the purchasés customerThe customer is a plumbing contractor that is working
on anew motel being constructed in Madisonis@énsin. These dock sales are
assignedo Wisconsin in Corporation M’sales factor in its apportionment formula
for Wisconsin tax purposes, since the purchaserstomes location is in Wscon-
sinand the product is shipped tadabnsin. Thelelivery to the plumbing contrac
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nexusbased on the standards in axR.82.

b. Sales are nattributed to Visconsin if the taxpayer is
incorporatedn the state of destination other thafs@énsin.

3. If ataxpayes salesperson located in affic# in Wscon-
sinmakes a sale to a purchaser in anattege in which the tax
payerdoes not have nexus and the property is not shipped
deliveredfrom Wisconsin, the following rules apply:

a. If the taxpayer has nexus in the state from which the prop
erty is delivered or shipped, then the sale is in that state.

b. If the taxpayer does not have nexus in the state from
which the property is delivered or shipped, then the sale is in
Wisconsinand the amount included in the numerator oktides
factorshall be at 50% of the sale.

4. With respect to sales to the federal government:

a. For the taxable years beginning on or after January 1,
1989, gross receiptbom the sales of tangible personal property
arein Wisconsin if the property is shipped from afic#, store,
warehousefactory or other place of storage indabnsin and
deliveredto the federagjovernment, including its agencies and
instrumentalitiesin Wisconsin regardless of the f.0.b. point or
otherconditions of sale. For purposes of this section, only sales
for which the federal government makes direct paymetiteo
sellerpursuant tahe terms of its contract constitute sales to the
federalgovernment. Thus, sales by a subcontractor to the prime
contractorthe party to the contract with the fedegavernment,
do not constitute sales to the federal government.

b. For taxable years beginning on or after January 1, 1989,
andbefore January 1, 1990, gross receiimm the sales of tan
gible personal property are in ig$¢onsin if the property is
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shippedfrom an ofice, store, warehouse, factowy other place
of storage in éconsin and delivered to the federal government,
includingits agencies anidistrumentalities, outside ié¢onsin.
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receiptsattributable to Wsconsin shall be basegbon the ratio
which the timethe property was used ini¥¢onsin bears to the
total time the property was used in all states having jurisdiction

The amount included in the numerator of the sales factor shall to tax the business during each ydéowever if mobile prop

be at 50% of the sale.

erty such as automobiles and trailers is within and withaist W

c. For taxable years beginning on or after January 1, 1990,consinduring the period of rentagross receipts shall be attrib

grossreceipts from the sales of tangible persqmaperty are in
Wisconsinif the property is shipped from affice, store, ware
house factory or other place of storage irisbnsin and deliv
ered to the federal government, including its agencies and
instrumentalitiesputside Visconsinand the taxpayer does not

uted to the situs where the property is customarily kept or
garagedr, for property that is not customarily kept at any foca
tion, gross receipts shall be attributed to the situs where the prop
erty first comes into the lessegdossession.

c. Gross receipts from the performance of personal services

havenexus in the destination state. The amount included in the are attributable to Wéconsin if the services are performed

numeratorof the sales factor shall be 50% of the sale.

entirelyin Wisconsin. If theservices are performed partly within

Note: For taxable years beginning prior to January 1, 1989, gross receipts from andpartly without Wsconsin, gross receipts shall be attributable

the sales of tangible personpfoperty to the federal government, including its
agenciesand instrumentalities, are ini$¢onsin if the property is shipped from an
office, store, warehouse, factory or other place of storageisndfsin.

(c) Salesother than sales of tangible personabperty
attributableto Wsconsin. 1. Sectiong1.04 (7) (d) and 71.25
(9) (d), Stats., contain provisions for including gross receipts

to Wisconsinbased upon the ratio which compensation and
otherdirect costs of performing the servidgadMisconsin bear
to total compensation and other direct costs of perforriting
servicesn all states having jurisdiction to tax the business dur
ing the taxable yeaWhere services are performed in a state

from transactions other than sales of tangible personal propertyWhich does not have jurisdiction to tax the busineg®ss

in the numerator of the sales factor

2. Under ss. 71.04 (7d) and 71.25 (9) (d), Stats., gross
receiptsare attributed to Wconsin if the income producing
activity which gave rise to the receipis performed wholly
within Wisconsin.If the income producing activity is performed
within and without Visconsin, the receipts are attributed tsW
consinin accordance with subd. 5.

3. For purposes of this paragraph, “income producing-activ

receiptsare attributed to W§consin if the compensation related
to performing the services is allocated tis¢dnsinby s. 71.04
(6) (b) or 71.25 (8) (b), Stats.

6. The provisions of this paragraph shall also appgates,
otherthan sales of tangible persopabperty to the federal gov
ernment.

(7) PARTNERSHIPSAND JOINT VENTURES. A partnershipor
unincorporatedoint venture is considered an extensiorthaf

ity” means the act or acts direct'y engaged in by the taxpayer forpartnerwr owners when the partnel’s or owners have more than

the ultimate purposef obtaining gains or profit. This activity
doesnot include activities performed on behalf ofaapayer

a passive ownership interest in the partnership or unineorpo
ratedjoint venture. When this is the case, partnership or urincor

suchas those conducted on its behalf by an independent contracPoratedjoint venture income or loss shall retain its character as

tor. Accordingly the incomeproducing activity includes but is
not limited to the following:

a. The rendering gbersonal services by employes or the uti
lization of tangible and intangible property liye taxpayer in
performinga service.

b. The sale, rental, leasing, licensing the use of or other us
of real property

apportionable or nonapportionable income or loss angatte
ner'sor ownets share of propertypayroll and salegsed to pro
duceapportionable business income or loss shall be included
the partneis or ownets apportionment factors. If the ownership
interestis passive, the partnership or unincorporated joint ven
ture interest shall be an investment, witle apportionment fac

Ctorsbeing unakcted.

Note: Section Bx 2.39 interprets ss. 71.04 (8), (6), (7), (9), (10) and O

c. The rental, leasing, licensing the use of or other use-of tan and 71.25 (5), (6), (7). (8), (9),)tand (12), Stats.

gible personal property

History: Cr. RegisterAugust, 1973, No. 212,feB-1-73; cr (1m); r and recr
(5) (f) 5., RegisterNovember1973, No. 215eff. 12-1-73; cr(intro.), Register

d. The sale, licensing the use of or other use of intangible January1978, No. 265, &f2-1-78; rand recrRegisterJune, 1991, No. 426 fef
personabroperty such as patents, copyrights, trademarks, trade/-1-91am. (2) (), (4) (), (cm) 2. a. and (f)(6) (b) 2. b., renum. (6) (b) 2. c. to

namesgetc.

4. For purposes ofhis paragraph, “costs of perform
ing’meansdirectcosts determined in a manner consistent with
generally accepted accounting principles and d@ocordance

be (6) (b) 2. b., RegisteMay, 1995, No. 473, &f6-1-95 emerg.am. (3) (a)
(intro.), ef. 9-19-98;am. (3) (a) (intro.), RegisteMarch, 1999, No. 519, fef
4-1-99.

Tax 2.395 Alternative method of apportionment.

with accepted conditions or practices in the trade or business of(1) DEFINITIONS. In this section:

the taxpayer

(a) “Corporate restructuring” means the transfer by a corpo

5. Receipts from sales, other than sales of tangible personarationof part or all of its property and employesotee or more

property,are in Wsconsin if the income producing activity is
performed whollywithin Wisconsin. If the income producing
activity is performed partly within anpartly without Wscon-
sin, receipts shall be assigned tas@bnsin basedpon the ratio
of direct costs of performing the services ims@énsin tothe
directcosts of performing the services in all states having-juris
diction to tax the business. The following are special rules for
determining when receipts from certain income producing
activitiesare in Wsconsin during the taxable year:

a. Gross receiptbom the sale, lease, rental or other use of
real property are in Mgconsin if the real property is located in
Wisconsin.

subsidiariesn exchange for 100% of the subsidiargtock.

(b) “Corporation” means a corporation for profit that is
incorporatedunder ch. 180, Stats., or under the lavaobther
state the District of Columbia or a foreign country and is subject
to tax under s. 71.23 (1) or (2), Stats.

(c) “Subsidiary” means a corporation that filesapplica
tion under this section with a corporation that directly or-indi
rectly owns 100 % of the total value or share of all classes of its
stockoutstanding.

(d) “Unfair representation of the degree of business activity
in this state” means that the sum of this&nsin tax liability of
the corporation andts subsidiaries calculated under s. 71.25 (6),

b. Gross receipts from the rental, lease, licensing the use ofStats. exceeds 200% of theig¢onsin tax liability that the cer
or otheruse of tangible personal property shall be assigned to porationwould have owed if corporate restructuring had not

Wisconsinif the property isvithin Wisconsin during the entire

occurredand results in at least $2 million of additionak@dn-

period of rental, lease, license or other use. If the property is sintax liability.

within and without Visconsin during the period of rental, gross

Note: This definition applies only for purposes of s. 71.25(14), Stats.
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(e) “Wisconsin tax liability"means the gross tax computed (m) Whether the corporation is being audited by the depart
unders. 71.23(1) or (2), Stats. mentat the time of the application.

(2) WHO MAY FILE AN APPLICATION. A corporationtogether Note: The application shall be mailed to hwlowing address: Administrator
L2 L . . . of the Division of Income, Sales and Excigxds, Visconsin Department of Reve
with its subsidiary may file an application on or before January e po. Box 8933, Madison, W1 53708-8933.

1,22000 to us@n alternative method of apportionment under this (4) ALTERNATIVE METHODS OF APPORTIONMENT. The depart
sectionif all of the following conditions are met: mentmay authorize any one or a combination of the following
~(a) The corporatioris not a financial @anization as defined  alternative methods of apportionment:
ins. 71.2510) (a), Stats., a public Ut|||ty as deflned |r| s.71.25 (a) Excluding any one or more of the propepsgyroll and
(10) (b), Stats.pr a tax—option corporation as defined in s. 71.34 gglesfactors.
(2), Stats. o _ (b) Weighting the factors other than 50% sales, 25% property
(b) The corporation is a party to a corporate restructuring that gnd25% payroll.
occursafter June 30, 1998 and before January 1, 2000. (c) Allocating sales, other than salestangible personal
(c) The corporation retains direct or indirect ownership of property,to thestate in which the corporatiantustomers are

100%of the subsidiarg stock and the subsidiary has not been |ocatedfor purposes of computinthe numerator of the sales
engaged in business in outsidethis state since the date of its  factor. For purposes of this paragraph:

incorporation. _ 1. A sale is allocated to the location where the customer
(d) As aresult of the corporate restructuring, theaisbe receivesthe benefit of the service.
allocationand separataccounting method or the apportionment 2. If the customer receives the benefit of the service in more

methodprescribed under s. 71.25(6), Stats., would result in an than one state, the graseiptsare includable in the numerator
unfair representation of the degree of business activithis of theapportionment factor in proportion to the extent the recipi
state given the same level of sales, payroll and property for the antreceives the benefit of the service in each state.

corporationand its subsidiaries. L (d) Including one or more additional factors which vaikly

(3) CoNTENT OF THE APPLICATION. The application shall set  representhe corporatiors or the subsidiaries’ business activity
forth a complete statement of the faatgl reasons relating to the  jn, this state.
requesto use an alternative method of apportioning inctone (e) Allowing one method for apportioning the business

Wisconsin,including the following: ~_ incomeof the corporatiormnd another method for apportioning
(@) The full name, address and federal employer identifica the business income of a subsidiary

tion number of the corporation applying for the change in appor (f) Allowing the corporation and one or more subsidiaries to
tionmentmethod. ~ computetheir Wisconsin tax liability by adding together their

~ (b) The full name, address and federal employer identifica apportionableincome and apportionment factoediminating
tion numb_er of the_ su_bS|d|ar|¢s th_at are a party to the corporateany intercompany transactions, computing ¥isconsintax
restructuring. If this information is not available whethe liability asthough the group were one taxpayer and dividing the
applicationis filed, it shall be provided to the department as an combined Visconsin tax liability among the corporations based
amendmento the application at least 60 days before a return on their share of the groupWsconsin business income.

usingan alternative apportionment method is filed. (9) Allowing any other apportionment method that itly

(c) The corporatiors and the subsidiaries’ taxable yé&re representhe corporatiors and thesubsidiaries’ business activ
subsidiarieshall haveahe same taxable year as the corporation. ity in this state.

(d) The taxable year fowhich the corporation wishes the (5) RevieEw oF THE APPLICATION. The department shall
changeto become dééctive. review the information submitted anfbllow the procedure

(e) A detailed description of the corporateucture and busi specifiedin s.71.25 (14) (c), Stats., before issuing a written-deci
nessoperations before the corporate restructuring. sion regarding the use afn alternative method of apportion

ment. The corporation shall receive written approval before
usingthe alternative method.

(g) The present allocation or apportionment method used in _(8) YEARS FOR WHICH USE OF ALTERNATIVE METHOD OF
Wisconsin. APPORTIONMENTAPPLIES. (&) Except as provided in pép), once
o . . an alternative method of apportionment has been approved for

(h) A description of thealternative apportionment method 5 taxable yeathe corporation shall use it for that taxable year
requested. _ andall subsequertaxable years, unless the department finds the

() A complete and precise statement oféssons for the  useof the alternative apportionment method is no longer appro
modificationrequested, includinghy the present method does priateas determined under sub. (7) (b).
not fairly represent the activities of the corporation and its sub (b) Notwithstanding par(a), the aggregate of the corpora
sidiariesin Wisconsin. tion’s and the subsidiaries’ Mtonsin tax liability shall béhe

() Calculations using data from the maostently filed tax greater of the Wsconsin tax liability calculated using the
return prior to July1, 1998, showing that the i8¢onsin tax approvedalternative apportionment or theidonsin tax liab#
liability of the corporation and its subsidiaries using the presentity calculated as if theorporate restructuring had not taken
methodof allocation or apportionment would result in an unfair place.
representatioof the degree of business activity in this state. (7) REVOCATION OF USE OF ALTERNATIVE METHOD OF APPOR

(k) Calculations using data from the most recently filed tax TioNmMENT. (a) 1. If the department upon augiitreview finds
return prior to July1, 1998, showing that the i¥¢onsin tax thatthe use of the apportionment method prescribexd 71.25
liability of the corporation and its subsidiaries using phe (6), Stats., does not result in an unfair representation of the
posed alternative method of apportionment duoetsresult in degreeof business activity in this state for the first taxable year
less Wisconsin franchise or income tax than the corporation for which an alternative methoaf apportionment was
would be liable for without restructuring. approvedthe corporation and its subsidiaries shall recalculate

(L) Any other information relevant to the application the their Wisconsin tax liabilities under s. 71.25 (6), Stats.
departmentrequires or the corporation believes may have 2. If the department upon audit @view finds that the use
bearingon the departmemstdecision about whether to grant the of the alternative apportionment method in subsequent taxable
apportionmenimethod requested. yearsis no longer appropriate as determined under(prthe

() A detaileddescription of the corporate structure and-busi
nessoperations after the corporate restructuring.

RegisterAugust, 2000, No. 536
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corporationand its subsidiaries shadicalculate their \consin
tax liabilities under s. 71.25 (6), Stats., for each of the subse
guenttaxable years.
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(2) Net rentals received from real estate held purely for
investmenfpurposes and not used in the operation obtrs
nessarenot subject to allocation but are taxable in full if the

(b) In determining whether a corporation may continue to use propertyis located in Wsconsin. Gross rentals must be reduced

the alternative method of apportionment, the department shal
look for a continued substantial amount offeliénce between
thetax liability calculated pursuant to s. 71.25 (6), Stats. tlaed
tax liability had therestructuring not taken place. The depart
mentshall also consider any additional information the corpora
tion has submitted pursuant to sub. (8).

(c) If the department finds for a period of at least tlvae
secutivetaxable years that a substantiafeti#ncein tax liability
asdetermined in pa(b) no longer exists, the corporation may
no longer use the approved alternative apportionment method

(d) If the department terminates the approatternative
apportionmentnethod, in a subsequent taxable year the eorpo
ration may request a new alternative method of apportionmen
The department shall submit the new proposdternative
methodof apportionment to the co—chairpersons of the joint
committeefor review of administrative rules pursuantto s. 71.25
(14) (c), Stats.

(8) FIiLING OFRETURN. For each taxable yeahe corporation
and its subsidiaries shall file witktheir Wisconsin corporate
franchiseor income tax returns schedules setting forth the cal
culationsrequired under sub. (6), as well as a calculatichef

| by all expenses related to such investment property
Note: Section ax 2.41 interprets ss. 71.04 (4) and 71.25 (6), Stats.
History: 1-2-56; am. RegisteFebruary1958, No. 26, &3-1-58; am. Regis
ter, November1977, No. 263, &f12-1-77.

Tax 2.44 Permission to change basis of allocation.
Exceptwhen income must be reported on the apportionment
basis, permission to make a change either from separate
accountingto apportionment, or vice versa shall be obtained in
writing from the department upon written application setting
_forth in detail the reasons why the desired change will more
clearly reflect the taxpayés Wisconsin income. Suchpplica
tion shall be mailed to the Mtonsin Department of Revenue,

t.P.O.Box 8906, Madison, WI 53708—-8906 before the end of the

tax year for which the change is desired.
Note: Section ax 2.44 interprets ss. 71.04 (4) and 71.25 (6), Stats.
History: 1-2-56,am. RegisterSeptemberl964, No. 105, &10-1-64; am.
RegisterFebruary1975,No. 230, €f 3-1-75; am. RegisteBeptember1983, No.
333, eff. 10-1-83; corrections made under s. 13.93 (2m)@h $tats., Register
March,1999, No. 519.

Tax 2.45 Apportionment in  special cases. Whenthe
businessof any person, other than an interstate professional
sportsclub or “financial oganization” or“public utility” as

tax liability of the corporation and its subsidiaries under s. 71.25 definedin s. 71.2510), Stats., within \léconsin is an integral

(6), Stats. The corporation and its subsidiagkall attach a
copy of the departmerg’approval to usan alternative apper
tionmentmethod tahe front of each return filed. The corpora
tion mayalso include additional explanatory material relative to
its business activity The returns shall be filed with the depart
ments audit bureau.

Note: The address for mailing the returns is: AWlireau, Visconsin Depart
mentof Revenue, B. Box 8906, Madison, Wl 53708-8906.

(9) CoNrIDENTIALITY. All documents related ta request for
an alternative method of apportionment shall be subjetteo
confidentiality provisions of s. 71.78, Stats.

Note: Section ax 2.395 interprets s. 71.25 (14), Stats.

History: Emeg. cr eff. 9-19-98; cr Register March, 1999 No. 519, ef
4-1-99.

Tax 2.41 Separate accounting method. (1) When

partof a unitary business conducted within and withistcon-
sin, but because of unusual or unique circumstances the portion
of the income of the person derived from busiriemssactedh
Wisconsincannot be ascertained witeasonable certainty by
useof the apportionment formula provided irv4.25 (6), Stats.,
or by separate accounting in view thie unitary nature of the
businessthe department will substitute in the place of some or
all of the statutory apportionment factors another factor or other
factorsas will reasonablapportion to Visconsin the business
incomeproperly assignable to ¢onsin. In any case in which
an apportionment of business income is madesuant to this
regulationthe taxpayerat the time of the assessment, will be
apprisedof the factors used in the formula adopted.

Note: Section Bx 2.45 interprets s. 71.25 (12), Stats.

History: Cr. Register December1956, No.12, ef. 1-1-57; am. Register
August, 1973, No. 212, €/9-1-73; am. RegisteBeptemberl 983, No. 333, &f

the separate accounting method is used, separate records mugp-1-83am. RegisterJuly, 1989, No. 403, éf8-1-89.

be kept of sales, cost of sales and expenses for theovsin
businessas distinct from the remainder of thasiness. Over

Tax 2.46 Apportionment of business income of

headitems of income and expense must then be allocated to thdterstate air carriers. - Theapportionable income of an inter

businesswithin and without Visconsin upon a basis combina
tion of bases justified by thiacts and conditions. For example:
theratio of Wisconsin sale® total sales usually represents a sat
isfactorybasis fora merchandising business, while the ratio of
directcost of material and labor ini8¢onsin to the total gives
a more accurate result for a construction business.

(a) Federal income taxes are based upon income and shoul
therefore,be allocated to Wconsin business on the basfs

income.Federal income taxes are deductible for income years

through1974 onlyon the cash basis, and the allocation is-W
consinbusiness for any yeaherefore, must be based upon the
ratio of income within Visconsin to the total incona the year
onwhich the federal income taxase assessed, even though that
ratio differs from the ratio of the year in which the taxes are actu

ally paid. Federal income taxes are not deductible for income

years1975 and thereafter

(b) The relationship of the general overhead itenv§iszon-
sin operations will determine whether the homfcefincome
andexpense should be allocated to thisddhsin business. Mis

cellaneous income, such as income from intangibles and incomag

stateair carrier doing business ini$onsin shall be apportioned
to Wisconsin on the basis of the ratio obtained by taking the
arithmeticalaverage of the following 3 ratios:

(1) The ratio which the aircraft arrivals and departures
within this state scheduled by such carrier during the calendar or
fiscal year bears to the total aircradtrivals and departures

gwithin and without this state scheduled by such cadiging

the same period; provided that in the case of nonscheduled
operationsall arrivals and departures shall be substituted for
scheduledarrivals and departures.

(2) Theratio whichthe revenue tons handled by such carrier
at airports within this state durinthe calendar or fiscal year
bearsto the total revenue tortsandled at airports within and
without this state during the same period.

(3) The ratio which such aicarriers originating revenue
within this state fothe calendar or fiscal year bears to the total
originating revenue within and without this state for the same

eriod.
P Note: Section Bx 2.46 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats.

History: Cr. RegisterDecemberl956, No. 12, & 1-1-57; am. (intro.). Regis
r,August, 1973, No. 212,feP-1-73.

from tangible property used in the business, and such overhead

itemsas oficers’ salaries, dice salaries, dice rent and sundry
office expenses should ordinarily be included in the allocation.

Tax 2.47 Apportionment of net business  incomes
of interstate motor carriers. (1) DeriNnITION. In this see

RegisterAugust, 2000, No. 536
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tion, “ton mile” meanshe movement of one ton of persons or
property,or both, the distance of one mile. For carriage of per
sons,each person shall be considered ¢ogivalent of 200
pounds.

(2) GENERAL. For taxable years beginning onafter Janu
ary 1, 1997, the apportionable income of an interstate motor car
rier of persons or propertgr both, doing business inisonsin,
shallbe apportioned to ¥&tonsin on the basaf the arithmeti
cal average of the following 2 factors:

(a) The ratio ofthe gross receipts from carriage of persons
or property or both, first acquired for carriage inistlonsin to
thetotal gross receipts from carriage of persons or proparty
both, everywhere.

(b) The ratio of ton miles of carriage ini$fonsin to ton
miles of carriage everywhere.

(3) SussTITUTIONOFFACTORS. Whenever gross receipts data
is not available the department may authorize or direct substitu
tion of a similar factarsuch as gross tonnage, and whentrer

WISCONSINADMINISTRATIVE CODE
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Note: Section 71.26 (1) (a), Stats., was amendetid®yt Ws. Act 39, eflective
for taxable years beginning on or affenuary 1, 1991. For taxable years beginning
beforeJanuary 1, 1991, railroads, sleeping car companies and car line companies
wereexempt from Wisconsin franchise and income taxation.

Note: Section Bx 2.475 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats.

History: Emeg. cr eff. 2-17-92; cr Register August, 1992, No. 44Gff.
9-1-92.

Tax 2.48 Apportionment of net business incomes
of interstate pipeline companies. (1) GENERAL. With
respecto the imposition of Méconsin franchiser income tax
measuredy or on net income, the income of a pipeline company
operatingwithin and without Visconsin shall be apportioned to
Wisconsinon the basis of the arithmetical average of the 3 fac
torsin subs. (3), (4) and (5).
(2) DeriNniTioNS. In this section:
(@) “Compensation” includes:
1. Wages, salaries, commissions and any other foirm
remuneratiorpaid to employes for personal services.
2. The value of board, rent, housing, lodging and other-bene

substitutionof a similar factgrsuch as revenue miles.

(4) MERCANTILE AND MANUFACTURING BUSINESSES. This
sectiondoes not apply to any mercantile or manufacturing-busi
ness which engag@ssome interstate carriage as an incident of
the mercantile or manufacturing business.

Note: Section ax 2.47 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats.
History: Cr. RegisterApril, 1966, No. 124, ¢f5-1-66; am. (intro.). Register

August, 1973, No. 212, éf9-1-73 r. and recrRegisterOctobey 1996, No490,
eff. 1-1-97.

Tax 2.475 Apportionment of net business incomes
of interstate railroads, sleeping car companies and car
line companies. (1) DeriniTIONs. In this section:

(a) “Gross receipts from carriage” means grosseipts
receivedfor the carriage of property or persons net of interline
payments madw® other railroads as a result of the interchange
of carriage between araimong railroads. Gross receipts from
carriageincludes interlingpayments received from other rail
roads.

(b) “Revenue ton mile” means the movement of one net ton
of property or persons, or both, the distance of one mile, for con
sideration.For carriage of persons, each person shall be consid

for personal servicegrovided that these amounts constitute
incometo the recipient under the federal internal revecnge

for the year for which the payroll factor is computed. In the case
of employes not subject to the federal internal revenue code,
suchas citizens of foreign countries employed in foreigan

tries, the determination ofvhether the benefits or services
constituteincome to the employes shall be made as though the
employes are subject to the federal internal revenue code.

3. Deductible management or service fees paid, or manage
mentor service fees allocated by the departmuter s. 71.10
(1), 71.30(2) or 71.80 (1) (b), Stats., to a related corporation, as
definedin section 267 (f) (1) of the internal reveragele, as con
siderationfor the performancef personal services. The recipi
ent of thesefees may not include the compensation paid to its
employeswith respect to theersonal services in either the
numeratoror denominator of its payroll factor

(b) “Traffic unit” means the transportation for a distance of
onemile of one barrel of oil, one gallon of gasoline or onethou
sandcubic feet ohatural or casinghead gas, or other appropriate
measureof product.

(3) PrROPERTYFACTOR. (a) Numerator; denominatorThe

eredthe equivalent of 150 pounds, and the average weight of thenumeratorof the property factor shall include the average value
contentsof head end cars, or “baggage cars,” is considered to beof the real and tangible personal property owneduaed by the

4 tons.

(2) INTERSTATE RAILROADS AND SLEEPING CAR COMPANIES.
With respect to the imposition ofig¢onsinfranchise or income
tax measured by or on net income for taxable years beginning ol
or after January 11991, the income of a railroad or sleeping car
company operating within and without &tonsin shall be
apportionedo Wisconsin on the basis tie arithmetical aver
ageof the following 2 factors:

(a) The ratio of the gross receipts fraarriage of property
or persons, or both, firsicquired for carriage in Mtonsin to the
total gross receipts from carriage of property or persons, or both
everywhere.

(b) The ratio of revenue ton miles of carriage irsd®@nsin
to revenue ton miles of carriage everywhere.

(3) SussTiTUTIONOFFACTORS. Whenever gross receipts data
is not available the department may authorize or direct substitu
tion of a similar factgrsuch as gross tonnage, and whenever rev
enueton mile data is not available the department simjlarly
authorizesubstitution of a similar factpsuch as revenumiles.

(4) CaR LINE cOMPANIES. With respect to the imposition of
Wisconsin franchise or income tax measured by or on net
incomefor taxable years beginning on or after Janua99,1,
theincome of a car lineompany operating within and without
Wisconsinshall be allocated @pportioned to \l€consin as pro
videdin s. 71.04 (4) or 71.25 (6), Stats., andax Z.39.

RegisterAugust, 2000, No. 536

taxpayerin Wisconsin in the production of apportionable
incomeduring the tax period. The denominator shall include
averagevalueof all of the real and tangible personal property

Jocatedeverywhere owned and used by the taxpay#éte pre

ductionof apportionable income during tkex period. Property

in transit on the date or dates for determining its average value,
asdescribed in pake), shall be considered to be at its destina
tion, for purposes of computing the property factdre value of
mobile or movable property such as constructemuipment,
trucksor airplanes which is located within and withous@én-

sin during the tax period shall be determined for purposes of the

'numeratorof the factor on the basis of a ratio of time used,

viced or stored within \'consin to total time used, serviced or
storedduring the tax period. Howevean automobil@ssigned
to a traveling employe shall be included in the numerator of the
factorif the employes compensation is assigned tésednsin
underthe payroll factar

(b) Valuation. Property owned by the taxpayer is generally
valuedat its cost net of depreciation and writefscdis deter
mined for Wisconsin franchise or income tax purposes. Any
adjustmentgo net income which f&ct propertysuch as capital
izations of repairs, depreciation or amortization adjustments and
adjustmentgo inventory shall also be included in the property
factor The value of depletable propersych as minesil and
gaswells and timbershall be original cost reduced by any
extractionto the extent thatepletion has been allowed. Invento
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riesshall be included in the factor in accordance withvidaa

tion method used for Wconsin franchise or income tax pur
poses.n any case in which thgroperty factor is distorted by
reasonof thetaxpayer depreciating property indtonsin by a
methoddifferent from that used to depreciate property outside
Wisconsin,or inany case in which the ¢onsin net cost cannot
be ascertainedthe department shall authorize or direct some
othermethod of determining the property fraction that will-pro
ducean equitable result.

(c) Leasehold immvements. Leasehold improvements
shall, for purposes of the property factbe treated as property
owned by thetaxpayer regardless of whether the taxpayer is
entitledto remove the improvements or the improvements revert
to the lessor upon expiration of the lease. dhginal cost of
leaseholdmprovements net of amortization shall be included in
the factor

(d) Construction in pogress. Property or equipment under
constructionduring the tax period, except inventoriable goods
in process, shall be excluded frahe factor until the property
is actually used by the taxpayer in the regular course trhite
or business. Ithe property is partially used by the taxpayer in
theregular course of its trade or business while under construc

tion, the value of the property to the extent used shall be includedin

in the property factor

(e) Averaging poperty values.As a general rule the “aver
agevalue” of property shall be determined by averaging the
value at the beginning and ending of the tax period, but the
departmentmay require or the taxpayer may utilize the averag
ing of monthly values during the tax period if monthly averaging
is reasonably required to properly reflect theerage value of
thetaxpayets propertyAveraging by monthly values will gen
erally be applied if substantial fluctuations in the values of the
property exist during the tax period, avhere property is
acquiredafter the beginning of the tax period or disposed of
beforethe end of the tax period.

(4) PavroLL FACTOR. (a) Numerator; denominator The
numeratorof the payroll factor shall include the totahount
paidin Wisconsin during the tax periday the taxpayer for com
pensationin the production of apportionable income. The
denominatorshall includethe total compensation paid every
whereduring the tax period by the taxpayer in the produatfon
apportionablencome.

(b) Compensation paid in tonsin. Except as provided in
par. (c), compensatiois paid in Wsconsin if one of the follow
ing applies:

1. The individuals service isperformed entirely within
Wisconsin.

Example: Corporation A has a terminal located insénsin. The compensa
tion of an lllinois resident who works at theiddbnsin terminal is included the
numeratorof the payroll factor since the emplogeervice is performed entirely
in Wisconsin.

2. The individuals service is performed within and without
Wisconsin,but the service performed withouid®onsin is inci
dentalto the individuak service within Wsconsin.

Example: Corporation B has its headquarters and a storage and distribution
facility in Wisconsin. Corporation B also has a distribution facility located in-Indi
ana. The manageof the Wisconsin storage and distribution facility spends two
weeksduring the tax year at the storage and distribution facility located in Indiana
training the new facility managerThe compensation of thei¥¥onsin facility
manageis included in the numerator tife payroll factor because the service per
formedin Indiana is incidental to the service performed iisadhsin

3. A portion of the service is performed withivisconsin
andthe base of operations of the individual is irs@dnsin.

Example: Corporation C has a salesicé located in Wsconsin. A salesperson
working out of the Visconsinoffice solicits sales in \§consin, Minnesota and
lowa. Since a portion of thealespersos’service is performed inig¢onsin and

the salespersor’base of operations is inistonsin, the compensation of the sales
personis included in the numerator of the payroll factor

4. A portion of the service is performed withivisconsin

DEPARTMENT OF REVENUE
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Example: Corporation D has its regional saleficefin Wisconsin. An lowa res
identworks out of her home as a salesperson for Corporation D and solicits sales
in lowa, lllinois and Visconsin. The salesperson is directed from the regional sales
office located in isconsin. The compensation of the lowa salesperson is included
in the numerator of the payroll factor since a portion of her service is performed in
Wisconsin,she has no base of operations and she is directed fisconin.

5. A portion of the service is performed withivisconsin
andneither the base of operations of the individual nor the place
from which the service is directed or controlled ity state in
which some part ofhe service is performed, but the individaal’
residences in Wisconsin.

Example: Corporation E is headquartered in and has its sdles of Indiana.
It has a terminal located ini¥¢onsin. A Visconsin resident salesperson solicits
salesin Wisconsin and Minnesota. The compensation of tisediisin salesper
sonls includedin the numerator of the payroll factor since a portion of the salesper
ons service is performed inig¢onsin, the salesperson is a residentist@nsin,

andthe salesperson is directed or controlled findiana but performs no service
in Indiana.

6. The individual is neither a resident of nor perfosas
vices in Wsconsin, but is directed or controlled fram office
in Wisconsin and returns toig¢onsin periodically for business
purposesand the state in which the individual resides does not
havejurisdiction to impose incomer franchise taxes on the
employer.
Example: Corporation F has its saledio in Wisconsin. A salesperson resides
Nebraska and solicits sales in Nebraska and Kansas. Corporation F does not have
nexusin Nebraska or Kansas. The salesperson returns toigcewin sales tite
for two weeks each year for meetings and training. The compensatite of
Nebraskasalesperson is included in the numerator of the payroll factor since the

salespersois directed from an &ite in Wisconsin, returns to ¥&tonsin periodi
cally for business purposes and Corporation F does not have nexus in Nebraska.

(c) Management fee situd’he situs of management or-ser
vice fees describeth sub. (2) (a) 3. is in Wconsin to the extent
therelated corporatios’employes performing the servicaset
oneof the requirements in pab).

(d) Services. An individual shall be considered to per
forming a service in Wéconsin during the year if the individual
performsservices for at least 5 days during the y&he com
pensationof any one employe may not be split between 2 or
morestates during the year; howeythis does not apply if the
employeis transferred or changes positions during the. year

(e) Excluded compensationCompensatiomelated to the
operationmaintenance, protection or supervision of real or tan
gible and intangible personal property used in the production
nonapportionabléncome, and amounts paid to retiedployes
shallbe excluded from both the numerator anddéeominator
of the payroll factorExcept for management or service fpefl
to a related corporation, payments made to an independent con
tractor or any other person not properly classifiable as an
employeare also excluded.

(f) Elimination of factar In any case in which treompany
has no employes nor pays management or service fees to a
relatedcorporation, or irwhich the department determines that
employesare not a substantial income producing factioe
departmentmay order or permit the elimination of the payroll
factorand the use of the arithmetical average of the other 2 fac
torsto arrive at the \lgconsin apportionment percentage.

(5) TrRAFFIC UNIT FACTOR. The numerator shall be the total
numberof traffic units in Wisconsin during the tax period. The
denominatorshall be the total number of tfiaf units every
whereduring the tax period.

Note: Section Bx 2.48 interprets s. 71.25 (10) (c), Stats.

History: Cr. Register November1969, No. 167, &f12-1-69; am. (intro.),
RegisterAugust, 1973, No. 212,feB-1-73; am. (1) (intro.), (1) (a), (b) and (c),
r. and recr(2), cr (3), (4) and (5), Registedune, 1991, No. 426,fe7-1-91;
reprintedto restore dropped copy in (3) (e), Regiskéarch, 1999, No. 519.

Tax 2.49 Apportionment of net business  incomes
of interstate finance companies. (1) For the calendayear
1973, 0r corresponding fiscalears, and thereaftghe business
(apportionablejncome of a finance company engaged in-busi
nesswithin and without Visconsinshall be apportioned to g

and, if there is no base of operations, the place from which theconsinon the basis of the arithmetical average offtitiewing

individual's service is directed or controlled is indtbnsin.

2 ratios:
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(a) The ratio of gross receipts ini$gonsin to the total gross  basisin accordance with Internal Revenue Service Ruling
receipts everywhere.“Gross receipts” includes all business 71-137,Cum. Bull., 1971-1. Compensation paid for optioned
income associated withthe lending of money in the normal playersshallbe included in the factor only if paid directly to the
courseof business such as interest, discounts, financgehar playerby the taxpayer
feesand service chges or fees. Gains from sales of assets,  (3) SaLes FacTor. The sales factor is a fraction as defined
chargesto a related corporation for personal services of jy 57125 (9), Stats. Salshall be included in the factor in
employesand miscellaneous income are not includable in accordancavith s. 71.25 (9), Stats., saX2.39 (5)and the fol
“grossreceipts” for the purpose of computing this fact@ross lowing rules:
receipts”will be assigned as income to this state if the transac (a) Gate eceipts. Gate receipts include all receipts from

tion producing the income was principally negotiated in this gamesplayed at the taxpaysr home facilityplus any gate
state. . e receiptsreceived from gamegslayed away from the taxpayer

(b) The ratio of the total compensatipaid to employes — homefacility. The numerator of the saléiaction for taxpayers
locatedin this state to théotal compensation paid to employes  \hose home facility is in Visconsin shall include all gate
locatedeverywhere, determined accordance with the provi receiptsfrom games played in its horfecility. The numerator
sionsof ss. 71.04 (6and 71.25 (8), Stats., and 8x12.39 (5). of the sales fraction for taxpayers whose home facility is outside
Compensatiorpaid to employesihcludes deductible manage  \yisconsin shall include the percentage of gateiptseceived
mentor service fees paid toralated corporation directly or indi from games played in tonsin.

rectly for the performance of personal services, and the situs of b) Radi d televisi iots. Radi d televisi
suchfees is in this state if such services pegformed in this (b) Radio and televisioneceipts. Radio and television
state.The recipient of such fees shall not include the compensa "eCeiPtsreceived by the taxpayer as its proportionate share from
tion paid to its employes with respectdioch personal services & /€ague or associatiarontract with the major communications
networksare in Wsconsin in proportiomo the number of games

in either the numerator or denominator of its payroll factor playedin Wisconsin to total gamasiayed by the taxpayer cov

(2) If the leasing of tangible personal propempresenta greqpy the contract during the season. Local television and radio
substantiakource of business (apportionable) income, in-addi receiptsare in Wsconsin if the games are played ifis@onsin.

tion to the “gross receipts” describedsuab. (1) (a), the depart o . :
mentmay authorize or direct the use of any other method to . (€) Concession incomend miscellaneous incomé&onces

effectan equitable apportionment of the taxpayémcome. sionincome is assigned to the numeratothi# concession is
(3) Theterm *finance company” means any “financiajar operatedwvithin Wisconsin. Miscellaneous income such as park

o) e . ing lot income, advertising income, and other similar income is
nization” defined in ss. 71.04 (8) (a) and 71.25 (10) (a), Stats., yoqjgnedto the numerator if the activitis conducted within
exceptany type of insurance company

Note: Section ax 2.49 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats. Wisconsin. .

History: Cr. RegisterAugust,1973, No. 212, &9-1-73; am. (1) (b), Register (d) Player contracts, franchises, eténcome from player
July, 1978, No. 271, &f8-1-78; corrections in (1) (b) and (3) made under s. 13.93  contracttransactions, franchise fees, and other similar sources
(2m) (b) 7., Stats., Registevlarch, 1999, No. 519. .

shallbe excluded from the numerator and the denominator of the

. . . salesfraction.
Tax 2.50 Apportlonment of net business income of Note: Section ax 2.505 interprets s. 71.25 (6), Stats.

interstate public Ut”iti.es- 1) Exce.pt as pl’OVided in, SUb: History: Cr. Register December1980, No. 300, &f1-1-81; am. (1) to (3)
(2), the apportionable income of “public utilities”, as defined in  (intro.), (c) and (d), Registeduly, 1989, No. 403, &f8-1-89.

S.71.04 (8)(b) or 71.25 (10) (b), Stats., operating within and

without Wisconsin, shall be apportioned toistbnsin onthe Tax 2.82 Nexus. (1) DErFINITIONS. In this rule:

basisof the ratio obtained by taking the arithmetical average of a) “Representative” does not include an independent con
the 3 ratios provided in s. 71.04 (5), (6) and (7) or 71.25 (7). (8) tra((:t())r. A Berson may be considered a represgntative even

and(9), Stats., an_d sak 2_'39' ) ) _ . thoughhe or she may not be considered an employetfoar

(2) Theapportionable income of interstate air carriers, inter - pyposessuch as the withholding of income tax fra@mmis
statemotor carriers and interstate pipeline companies shall be sjons. If a person is subject to the direct control of the foreign
apportionedo Wisconsin as provided in ssaX2.46, 2.47 and  corporation he or she may not qualify as an independent con
2.48, respectively tractorunder PL. 86-272. (Herff Jones Company 8tate #ix

Note: Section ax 2.50 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats. icqi
History: Cr. RegisterAugust, 1973, No. 212,feB-1-73; am. (1), Register Commission,Oregon Supreme Court, August 23, 1967, 430 P

February,1990, No. 410, &f3-1-0. 2d998.)
(b) “Business location” includes a repair shop, parts depart
Tax 2.505 Apportionment of net business  income ment,purchasing dice, employmenbffice, warehouse, meet
of interstate professional sports clubs. The apportion ing place fordirectors, sales fife, permanent sample or display

ableincome of professional sports clubs engaged in income pro room, research facility or a recreational facility for use of
ducingactivitieshoth inside and outside i¥¢onsin during the employesor customers. A residence of an employe or represen
yearshall be apportione Wisconsin using an apportionment  tative is not ordinarily considered business location of the
fraction composed of a property factor representing 25% of the employerunless the facts indicat¢herwise. It could be consid
fraction, a payroll factor representing 25% of the fraction and a ered a business location under onenore of the following con
sales factor representing 50% of fhectiondetermined as fel ditions: a portion ofthe residence is used exclusively for the
lows: businesof the employerthe employe is reimbursed or paid a

(1) PropPERTYFACTOR. The property factor is a fraction as flat fee for the use of this space by the employer; the employe’
definedin s. 71.25 (7), Stats. Owned or rented real and tangible phone s listed in the yellow pages under the namethef
personaproperty shall be included in the factor as provided in employer;theemploye uses supplies, equipment or samples fur
s. 71.25 (7), Stats., and sax12.39 (3). Minor equipment, such  nishedby the employer; or thepace is used by the employe to
asuniforms, andplaying and practice equipment, need not be interview prospective employehpld sales meetings, or discuss
includedin the factor businesswith customers.

(2) PavroLL FAcTOR. The payroll factor is a fraction as (2) BAackGROUND. (a) Every domestic corporation (one
definedin s. 71.25 (8), Stats. Compensation shall be reported asincorporatedunder Wisconsins laws), except those exempt
provided in s. 71.25 (8), Stats., andax 2.39 (4). Bonuses and  unders. 71.01 (3), Stats., and every “licensed” foreign corpora
paymentsshall be included in the payroll factor on a prorated tion (one not incorporated in Mtonsin) is required to file a

RegisterAugust, 2000, No. 536
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completecorporation franchise/income tax return (form 4 or 5)

regardles®f whether or not business was transacted.

(b) A foreign corporation is “licensed” if has obtained a
Certificateof Authority from the Visconsin secretary of state to

DEPARTMENT OF REVENUE

Tax 2.88

5. Usual or frequent activity in Mtonsin by employes or
representatives soliciting orders with authority to accept them.
6. Usual or frequent activity in Mtonsin by employes or

representativesngaged in a purchasing activity or in the perfor

transactbusiness in this state pursuant to s. 180.801, Stats. Amanceof services (including construction, installation, assem

“licensed” foreign corporation is presumed to be subjetVie
consinfranchise/income taxes.

(c) An unlicensed foreign corporation is subject ts&n-
sin franchise/income taxefit has “nexus” with Visconsin. The
purposeof this ruleis to provide guidelines for determining what

bly, repair of equipment).
7. Operation of mobile stores ini¥¢onsin (such as trucks
with driver—salespersons), regardless of frequency

8. Miscellaneous other activities by employes or represen
tativesin Wisconsin such as creditvestigations, collection of

constitutes’nexus”, that is, what business activities are needed delinquentaccounts, conductingaining classes or seminars for

for a foreign corporation to be subject tasdbnsin franchise/in
cometaxes.

(3) FEDERALLIMITATIONS ON TAXATION OF FOREIGNCORPORA
TIONS. (a) Federal constitutional mvisions. 1. Article I, See
tion 8 of the U.S. Constitution grants congress the powegi®
late commerce with foreigmations and among the several
states.States ar@rohibited from levying a tax which imposes
aburden on interstate éoreign commerce. Howevehis does

not meanstates may not impose any tax on interstate commerce.

customerpersonnel in the operation, repair and maintenance of
the taxpayets products.

9. Leasing of tangible property atidensing of intangible
rightsfor use in Visconsin.

10. The sale of other than tangible personal propgrth
asreal estate, services and intangibles isadhsin.

11. The performancef construction contracts and personal
servicescontracts in Wéconsin.

(b) How to obtain ruling. The guidelines ipar (a) as to what

A state tax on net income from interstate commerce which is gctivities constitute “nexus” should ndte considered all-

fairly attributable to the state is constitution@orthwestern
StatesPortland Cement Co. Winnesota; Wiams v. Stockham
Valves& Fittings, Inc, 358 U.S. 450, 79 S. Ct. 357.)

inclusive.A ruling may be requested about a particular foreign
corporationas to whether it is subject toisonsin franchise/in
cometaxes by writing to the Wconsin Department of Revenue,

2. Section | of the 14th Amendment protects taxpayers Audit Technical Services Section(P Box 8906, MadisorjVi
within any class against discrimination and guarantees a remedyb3708.

againstillegal taxation.

(b) Federal Public Law 86-272.1. Under Public Law
86-272,a state mayot impose its franchise/income tax on a
businessselling tangible personalroperty if the only activity
of that business is the solicitation of orderstbysalesperson or

Note: Section Bx 2.82 interprets ss. 71.01 (1) and (2) and 71.10 (1), Stats.
History: Cr. RegisterJanuary1979, No. 277, &2-1-79; correction in (3) (b)
1. made under s. 13.93 (2m) (b) 5., Stats., Regisimrember1993, No. 455.

Tax 2.87 Reduction of delinquent interest rate
under s. 71.13 (1) (b), Stats. (1) ProcebuREs. The secre

representativewhich orders are sent outside the state for tary may reduce the delinquent interest rate from 18% to 12%

approvalor rejection, and ardled by delivery from a point out
side the state. The activity mustllmited to solicitation. If there

is any activity which exceeds solicitation, the immunity from
taxationunder Public Law 86-272 is lost.

per year when the secretary determinesrémuction fair and

equitable jf the person from whom delinquent taxes are owing:
(a) Requests theeduction in writing, addressed to thésw

consinDepartment of Revenue, DelinquerixTCollection Sys

2. This law enacted by congress in 1959, does not extend tem,PO. Box 8901, Madison, WI 53708.

to:

(b) Clearly indicates why it is fair and equitable for thee

a. Those businesses which sell services, real estate or intan©f interest to be reduced. Information regarding one or more of

giblesin more than one state;
b. Domestic corporations; or

c. Foreign nation corporations, i.e., those not incorporated

in the United States.
3. If theonly activities in Wisconsin of a foreign corporation

sellingtangible personal property are those described in subd. 3

a.and b. such corporation is not subject tis&dnsin franchise/
incometaxes under.B. 86-272:

a. Usual or frequent activity in isconsinby employes or
representativesoliciting orders for tangible persor@ioperty

which orders are sent outside this state for approval or rejection.

b. Solicitation activity bynon—employe independent con
tractors,conducted through their ownfick or business location
in Wisconsin.

(4) WHAT consTITUTES*NEXUS”. (@) Factors. If a foreign
corporationhas one or more of the following activities insw

consin, it is considered to have “nexus” and shall be subject to

Wisconsin franchise/income taxes:

1. Maintenance of any business location irs&tinsin,
including any kind of ofice.

2. Ownership of real estate inistonsin.

3. Ownership of a stock of goods irpablic warehouse or
on consignment in \igconsin.

4. Ownership of a stock of goods in the hands of a distributor

or other non—employe representative irs@dnsin, if used to fill
ordersfor the ownels account.

thefactors under sub. (2) may be indicated.

(c) Is current in all return and report filings and tax payments
for all matters other than the delinquencies for which interest
reductionis being sought.

(d) Pays the taxes, reduced amafrinterest and any penal
tiesassociated with them within 30 dayse€eiving notice from

‘the department of the reduction.

(2) FACTORSFORSECRETARY'SCONSIDERATION. In determin
ing whether an interesate reduction is fair and equitable, the
secretarymay consider the following factors:

(a) The taxpayes prior record of reporting and payment to
the department.

(b) The taxpayes financial condition.

(c) Any circumstances which may have prevented payment
suchas death, imprisonment, hospitalization or ofinstitu-
tionalization.

(d) Any unusual circumstances which may have caused the
xpayerto incur the delinquency or prevent its payment.
(e) Any other factor which the secretary believes pertinent.
(3) DETERMINATION NOT APPEALABLE. The secretarg’deter
minationunder this rule is not appealable.
Note: Section ax 2.87 interprets s. 71.13 (1) (b), Stats.

History: Cr. RegisterFebruary1979, No. 278, &f3-1-79; am. (1) (intro.),
RegisterSeptemberl983, No. 333, &f10-1-83.

Tax 2.88 Interest rates. (1) INTERESTON UNPAID TAXES

WHICH ARE NOT DELINQUENT. Unpaid individual income or cor
poratefranchise or income taxes which aret delinquent but

RegisterAugust, 2000, No. 536
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which are assessed by the department on or after August 1, 198porationsin s. 7704 of the internal revenue code &mited
shallbear interest computed at the rate of 12% per year from theliability companies treated as partnerships under the internal

duedate of the taxes to the date paid or delinquent.

(2) INTERESTON DELINQUENT TAXES. Any individual income
or corporate franchise or income tax delinquencies shall include
interest atherate of 1.5% per month from the date on which the
taxesbecame delinquent until the taxes are paid.

(3) INTERESTON REFUNDS. (&) Any refund of individual
incomeor corporate franchise or income taxes, where the tax
beingrefunded is from a return which has a filing due date on or
afterNovember 1, 1975, shaficlude interest at the rate of 9%
peryear from the due date of the return to the date paid by the
departmentexcept as provided in pgb).

(b) No interestmay be allowed on income and franchise
taxesif the refund is certified on a refund roll within 90 days of
the due date of the return or the d#ie return was filed, whiech
everoccurs laterThis treatment shall apply to a refund of taxes
resulting from an overpayment of estimateddawell as from
withheld taxes.

(4) INTERESTON DEPOSITOF CONTESTEDTAXES. Any refund
of an amount deposited with tdepartment pursuant to s. 71.90
(1), Stats., shall include interest at the rate of 9% per year from
the date the funds were deposited to the date refunded, provide
the funds being refunded are from a return which has a filing due
dateon or after November 1, 1975.

(5) ExTENsIONPERIODS. If an extension of time is granted for
filing an individual income or a corporate franchisénoome
tax return, any taxes owing with the return are subject to interest
duringthe extensioperiod at the rate of 12% per yddowevey
if thereturn is not filed or the taxpayer files but fails to pay the
tax by the end of the extension period, the taxes owegpme

delinquentand shall be subject to delinquent interest under sub. y

(2) from the end of the extension period until paid.

Note: Any individual income or corporate franchise or income taxes which
delinquentbefore November 1, 1975 were subjeadédinquent interest at the rate
of 1% per month from the date the tax beca®lenquento October 31, 1975 and
at 1.5% per month from November 1, 1975 until paid.

Note: For any tax refunded from a return whichd a filing due date prior to
Novemberl, 1975, interest was computed at the rate of 6% per year from the due
dateof the return to October 31, 1975, and at the rate of 9% per year from November
1, 1975 to the date paid by the department.

Note: Section Bx 2.88 interprets ss. 71.03 (7), 71(2% 71.44 (3), 71.82 (1)
and (2) (a) and 71.90 (1), Stats.

History: Cr. RegisterJanuary1979, No. 277, &2-1-79; rand recr(1), (3)
and(4), RegisterSeptemberl983, No. 333, &f10-1-83; renum. (2) to (4) to be
(3), (2) and (5) and am.,.q4), RegisterJuly, 1989, No. 403, &f8-1-89.

Tax 2.89 Estimated tax requirements for short tax -
able years. (1) GENERAL. Under ss. 71.09 and 71.29, Stats.,
certaincorporations and persons otliean corporations shall
make estimated tax payments. For shtaxable years, esti
matedtax payments shalle made in accordance with this-sec
tion.

Note: For taxable years beginning on or after January 1, 1994, and ending before
April 1, 1999, estimated tax includes the temporary recycling sgehader s.
77.93,Stats.

(2) DeriNnimioNs. In this section:

(a) “Corporation” includes corporations, tax—option ¢S
porations,insurance companiegublicly traded partnerships
treatedas corporations in s. 7704 of the internal revenue code,
limited liability companies treated as corporations under the
internalrevenue code, joint stock companies, associations, com
mon law trusts, regulated investment companies, real estate
investmenttrusts, real estate mortgage investment conduits,
nucleardecommissioning trust funds and virtually exempt-enti
tiesas defined in s. 71.29 (1) (c), Stats.

(b) “Estimated tax payable” means the amount calculated
unders. 71.09 (13) or 71.29 (9) or (10), Stats.

(c) “Persons other thatorporations” includes individuals,
estatestrusts other than those treated as corporations.ifg)ar
partnershipgexcept publicly traded partnershipsated as cer

RegisterAugust, 2000, No. 536
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revenuecode.

(d) “Short taxable yearineans a period of less than 12
months.

(3) NUMBER OF INSTALMENT PAYMENTS REQUIRED. (a) For
short taxable years, the following number of estimated tax
instalmentpayments shall be made:

1. For periods of one month or less, none.
2. For periods of 2 to 3 months, one.

3. For periods of 4 to 6 months, 2.

4. For periods of 7 to 9 months, 3.

5. For periods of 10 toldmonths, 4.

(b) Except as provided in p4c), for purposes of determin
ing the required number of estimated tax instalment payments
underpar (a), a portionof a month shall be treated as a full
month.

(c) If a short taxableyear terminates before the end of a
monthand another taxable year begins at that timeegtmated
tax instalment purposes the first taxable period shall be treated
sending on the last day of that month and the second taxable
periodshall be treated as beginning on the first day of the fellow
ing month.

Note: Refer to the examples of the estimated tax payment requirements for short

taxableyears involving a portion of a month that follow sub. (7) (b) 4.

(4) DUE DATESOFINSTALMENT PAYMENTS FORCORPORATIONS.
For short taxable yeargsprporations shall make estimated tax
instalmentpayments on or before the 15th day of each didlhe
lowing months:

(a) For periods of 2 to 3 months, the last month of the taxable
ear.

(b) For periods of 4 to 6 months, the 3rd and last months of
thetaxable year

(c) For periods of 7 to 9 months, the 3rd, 6th and last months
of the taxable year

(d) For periods of 10 tollmonths, the 3rd, 6th, 9th and last
monthsof the taxable year

(5) DUEDATESOFINSTALMENT PAYMENTS FORPERSONSOTHER
THAN CORPORATIONS. (&) Except as provided in pars. (b) and (c),
for short taxable yeargersons other than corporations shall
makeestimated tax instalment payments on or beforel ftle
day of each of the following months:

1. For periods of 2 to 3 months, the first month following the
closeof the taxable year

2. For periods of 4 to 6 months, the 4th month of the taxable
yearand thefirst month following the close of the taxable year

3. For periods of 7 to 9 months, the 4th and 6th months of
the taxable year and tHast month following the close of the
taxableyear

4. For periods of 10 tollmonths, the 4th, 6th and 9th
monthsof the taxable year and the first month following the
closeof the taxable year

(b) If a person other than a corporation filgsincome tax
returnon or before the last day of the first month following the
closeof the taxable year and paye full amount computed on
thatreturn as payable, that person need not make the last pay
mentof estimated tax.

(c) Instead of making estimated tax instalment payments, a
farmeror fisher as defined in s. 71.09 (1) (a), Stats., may either
pay the estimated tax in full bthe 15th day of the first month
after the close of the taxable year or file the tax return on or
beforethe first day of the 3rd month following the close of the
taxableyear andgay the full amount computed on that return as
payable.
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(6) COMPUTATION OF ESTIMATED TAX PAYABLE. Corporations
and persons other thagorporations shall make estimated tax
paymentsequal to the lesser of the following amounts:

(a) Ninety percent of the tax shown on the return for the tax
ableyearor, if no return is filed, 90% of the tax for the taxable
year.

(b) For individuals, corporations having less than $250,000
of Wisconsin net income and estates and triugtgng less than
$20,0000f Wisconsin taxable income for the current taxable
year,the tax shown on the return for theeceding taxable year
providedthe taxpayer filed a return for the preceding year eover
ing a full 122-month yearWhen the current year is a short-tax

ableyear and the preceding year was a period of 12 months, the

DEPARTMENT OF REVENUE
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B must pay $20,000, 25% x $80,000 estimated tax payable, for each of the instal
ments due March 15 and June 15 and $40,000, 50% x $80,000 estimated tax pay
able,for the instalment due July 15.

2) Corporation Ca calendar—year filemeiges into Corporation D on October
6. As a result, Corporation C files its final franchise or income tax return for the
shorttaxable year beginning January 1 and ending Octb@orporation C must
make4 estimated tax payments, each for 25%hefestimated tax payable. The
instalmentsmust be paid on or before March 15, June 15, Septelblard Octo
ber15. If Corporation C$ estimated tax payable is $100,000, Corporation C must
pay $25,000, 25% x $100,000 estimated tax payable, for each instalment.

(b) If anevent that will result in a taxable year of less than
12 months occurdefore the taxpayer has begun making esti
matedtax paymentsnstalment payments shall be made as fol

lows:
1. If one instalment is due, all of the estimated tax shall be

tax shown on the return for the preceding taxable year may bepaid at that time.

proratedbased on the number of months in the short taxable

year.

Example: Corporation A receives federal approval to change its taxable year
from a calendar year to a fiscal year ending on June @@ake the change, Corpo
ration A files a franchise or income tax return fbe period beginning January 1
andending Jun&0. On this short—period return, it reports net tax of $8,000. €orpo

rationA's Wisconsin net income for the current taxable year is less than $250,000.

Thereforejts estimated tax payable is the lesser of 90% of the tax shown on its cur
rentyear return or 100% of the tax shown on its prior year return, provided it had
filed a tax return for that year covering a 12—-month period. The tax shown-on Cor
poration As return for the preceding taxable yeat2-month period, was $6,000.

CorporationA's estimated tax payable for the current taxable year is $3,000, $6,000

prior years tax x 6 months/12 months.

Note: Corporations having Wconsin net income of $250,000raore for the
currenttaxable year and estates or trusts havingc@wsin taxable income of
$20,0000r more for thecurrent taxable year may not calculate their estimated tax
payableunder par(b).

(c) Ninety percent of the tax calculated by annualizing the
taxableincome earned fahe months in the taxable year ending
beforethe due date of the instalment. The following special
rulesapply:

1. Corporations which determine theiridtbnsin net
incomesunder the apportionment methathy compute their
annualizedncome using the apportionment percentage from the
returnfiled for the previous taxable year if the previous igar
returnis filed by the due date of the instalment for which the

2. If 2 instalment payments are due, 75% ofékmated
tax shall be paid for the first instalment and 25% shall be paid
for the remaining instalment.

3. If 3 instalment payments are due, 50% ofdékmated
tax shall be paid for the first instalment and 25% shall be paid
for each of the 2 remaining instalments.

4. If 4 instalment payments are due, 25% ofdbmated
tax shall be paid for each instalment.

Examples: 1) Corporation E owns 100% of the stock of CorporatiorhE cor
porations file consolidated federal income tax returns on a calendar-year basis. On
March 10, Corporation E sells all of the stock of Corporation F to théndies,
severinghe afiliated group. For federal purposes, Corporations E and F file-a con
solidatedreturn for the period from January 1 through March 10. Corporgtion
files a separate federal return for the period from Maicthdough December 31.
Since the taxable period fori¥¢onsinpurposess the same as the federal taxable
year,Corporation F must also file 2 short—periois@énsin returns. For the first
taxable yearCorporation F must make one estimated tax instalment payment for
100%of the estimated tax liability on or before March 15. For the second short
period,Corporation F mugnake 3 estimated tax instalment payments. The first
paymentfor 50% of the estimated tax liability is payable on or before June 15. Since
Marchis the last month of the first short periddril is treated as the first month
of the second short period. The second and third payments, each for 25% of the
estimatedax, are due on or before September 15 and December 15, respectively
If Corporation S estimated tax for the period beginning Matthand ending
DecembeB1l is $150,000, Corporation F must pay $75,000, 50% x $150,000 esti
matedtax payable, for the first instalment and $37,500, 25% x $150,000 estimated

incomeis being annualized and the apportionment percentagetax payable, for each of the remaining 2 instalments.
onthat return is greater than zero. A corporation that has at least 2) corporation G buys 100% of the stock of Corporation Hogust 29. Both

$250,0000f Wisconsin net income for the current taxable year
may also compute annualized incooging the apportionment
percentagdrom the return filed for the previous taxable year if
the previousyears return is filed by the due date of the 3rd
instalment, the apportionment percentage tmat return is
greaterthan zero, and the apportionment percentage umsed
computingthe first 2 instalments is not less than the apportion
mentpercentage used on that return.

corporationscompute theimcomes on a calendar—year basis. Corporations G and
H file a consolidated federal income tax return for the period from August 30
throughDecember 31. Corporation H files a separate federal return for the period
from January 1 through August 29. Since the taxable yearssuthe for Wsconsin
andfederal purposes, Corporation H must file 2 short—periggtdvisin returns.
Forthe first short taxable yea8 estimated tax instalment payments are required,
dueon or before March 15, June 15 and August ®enty—five percent of the esti
matedtax shall bepaid for each of the instalments due March 15 and June 15 and
the balance of the estimated tax shall be paid for the instalment due August 15. For
the second short period, 2 instalments are payable on or before November 15 and
December 15. Since August is the last month of the first short period, September

2. Entities subject to tax on unrelated business taxable s treated as the first month of the second short period. The first instalment payment,
incomeand trusts and estates shall annualize their incomes fordueNovember 15 is for 75% of the estimated tax and the payment due December

the months in the taxable yeanding one month before the
instalmentdue date.

(7) PORTIONOFESTIMATED TAX PAYABLE IN EACH INSTALMENT.
The portion of the estimatethx payable in each instalment
dependn when the taxpayer determines tiiet taxable year

15is for 25% of the estimated tax.

(8) ANNUALIZED INCOME INSTALMENT PAYMENTS. Under ss.
71.09(13) (d) and 71.29 (9) (c), Stats., taxpayers may compute
estimatedtax instalment payments by annualizing income for
the months in the taxable year ending befie instalment pay

will be a period of less than 12 months and the number of instal Ment'sduedate. Corporations that are subject to a tax on-unre

mentpayments required, as follows:
(a) If an event that will terminate the taxable year before the

endof the 12th month occurs after the taxpayer has begun mak
ing estimated tax payments, the initial estimated tax instalment
paymentsshall be based on 25% of the estimated tax payable,

with the last payment adjusted for thefeliénce between the
estimatedax liability and the amount previously paid.
Examples: 1) Corporation B, which has been filing tax returns on a calendar—

yearbasis, receives federal approval to change its taxable year to a fiscal year end

ing on July 31. & makethechange, Corporation B files a franchise or income tax
returnfor the shortaxable year beginning January 1 and ending July 31. Since this

is a period of 7 months, Corporation B must make 3 estimated tax payments.
Twenty—-fivepercent of the estimated tax shall be paid for each of the instalments
dueMarch 15and June 15. The balance of the estimated tax shall be paid on or

beforeJuly 15. If Corporation B’ estimated tax payable is $80,000, Corporation

latedbusinesgaxable income and virtually exempt entities may
compute estimated tax instalment payments by annualizing
incomefor themonths in the taxable year ending before the date
one month before the due date for the instalmpayment.
Annualizedincome installment payments shall be computed as
follows:

(@) Computation of annualized incoméelaxpayers shall
annualizeincome for the annualization period as follows:

1. Compute the \lgconsinnet income for the annualization
period, excluding adjustments which remain constéoim
periodto period, such as net business loss carryforwards and the
amortization of adjustments forchanges in the method of
accounting.
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2. Calculate the annualization factor the annualization
periodby dividing the number of montlis the taxable year by
the number of months in the annualization period.

3. Multiply the amount computed in subd bl the annuali
zationfactor computed in subd. 2.

4. Subtract from the result in subd. 3. any adjustments
excludedfrom the calculation of W¥consin net income in subd.
1. which remain constafdr each period. Individuals shall also
subtractthe standard deduction.

Example: Corporation ¥ taxable year begins January 1 and ends May 10. It
hasWisconsin net income of $200,000 fbe period from January 1 through Feb
ruary 28. Corporation §'annualization factor for that period is 2.5, calculated by
dividing the 5 months of the taxable year by the 2 months of the annualization
period. The annualized income for that period is $500,000, which is $200,800 W
consinnet income x 2.5 annualization factor

(b) Computation of instalment paymentsaxpayers shall
calculate their estimatedax instalment payments based on
annualizedncome for the annualization period as follows:

1. Determine the gross tax on the amount calculated under
par.(a).

2. Subtract from the gross tax under subd. 1. any allowable
tax credits, excluding estimated tax paid.

3. Multiply the net tax computed subd. 2. by the applica
ble percentage from sub. (7).

Example: Corporation K, a calendar year fileneges into Corporation bn
July 14. Corporation K elects the annualized income method for determining
whetherit paid suficient estimated tax. Corporationg¥Msconsin net income is
$300,000for the first 2 months of the taxable yeb,400,000 for thérst 5 months
of the taxable yeaand $1,800,000 for the first 6 months of the taxable yeame
rationK has $9,000 of tax credits and its net tax due for the year ending July 14 is
$135,000. Therefore, Corporation K'estimated tax payable is $121,500. For Cor
porationK’s 7-month yeathe annualization factors are 3.5 (7 montinséhths),
1.4 (7 months/5 months), and 1.167 (7 months/6 months). Corporataick
latesits required estimated tax payments as follows:

First 2 First 5 First 6

months months months
Wisconsin net income $300,000 $ 1,400,000 $1,800,000
Annualization factor __ 35 14 1.167
Annualized income $1,050,000 $ 1,960,000 $2,100,600
Annualized gross tax 82,950 154,840 165,947
Tax credits 9.000 9,000 9,000
Annualized net tax $ 73,950 $ 145,840 $156,947
Applicable percentage 22.5% 45% 90%
Portion of annualized $ 16,639 $65,628 $141,252
tax
25% of estimated tax 30,375 60,750 121,500
Amount payable in 0 __16.639 __60.750
preceding periods
Instalment payable $16.639 $44,111 $ 60,750

Note: After the end of the taxable yepersons other thasorporations shall use
scheduleU and corporationshall use form 4U to determine whether they have
madesuficient estimated tax paymentsaxpayers with short taxable years shall
adjust the computations on those forms as provided in this section.

Note: Section Bx 2.89 interprets ss. 71.09 (9) and 71.29 (5), Stats.

History: Cr. RegisterDecember1995, No. 480, &f1-1-96.

Tax 2.90 Withholding; wages. (1) Theterm“wages”
meansall remuneration for services performieg an employe
for an employer unless specifically exceptater s. 71.63,
Stats.

(2) Thename by which remuneration for services is desig
natedis immaterial. Thus, salariefges, bonuses, commissions
on sales, commissions on insurar@m@miums, pensions and
retirementpay and supplemental unemployment benefits are
wageswithin the meaning of thstatute if paid as compensation
for services performed by the employe for tbmployes
employer.
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(3) Thebasis upon which theemuneration is paid is imma
terial in determining whether the remuneration constitutes
wages.Thus it may be paid on the basis of piecework, or a per
centageof the profits, and may be paid hoyrtiaily, weekly
monthly or annually

(4) Generallythe medium in which the remuneration is paid
is also immaterial. It may be paid in cash or in something other
thancash, as, for example, stocks, bonds or other forms of prop
erty. However s. 71.63 (6) (i), Stats., excludes fromages
remuneratiorpaid in any medium other thaash for services
notin thecourse of the employertrade or business. If services
arepaid for in a mediunother than cash, the fair market value
of the thing taken in payment is the amount to be included as
wages If the services were rendered at a stipulated price, in the
absencef evidence to the contrarsuch price will be presumed
to be the fair value of the remuneration received.corporation
transfergo its employes its own stock emsmuneration for ser
vicesrendered by the employe, the amount of such remuneration

is the fair market value of the stock at the time of the transfer

(5) Remuneratiorfor services, unlesthe remuneration is
specifically excepted by the statute, constitutes wages even
though at the time paid the relationship of employer and
employeno longer exists between the pergowhose employ
the services were performed and the individual who performed
them.

(6) In general, pensions and retired pay are wages subject to
withholding. So—calledpensions awarded by one to whom no
serviceshave been rendered are mere gifts or gratuities and do
not constitute wages.

(7) Amountspaid specifically—either as advancesaim:
bursements—for traveling or other bona fide ordinary ane nec
essary expenses incurred or reasonably expected to be incurred
in the business of the employer are not wages and aselnjett
to withholding. Taveling and other reimbursed expenses must
beidentifiedeither by making a separate payment or by specifi
cally indicating the separate amounts where both wages and
expensellowances are combined in a single payment.

(8) Amountsof so—called “vacation allowances” paid to an
employeconstitutes wages. Thus the salary of an employe on
vacation,paid notwithstanding the absence from work, censti
tuteswages.

(9) Any payments made by an employer to an employe on
accountof dismissal, that is, involuntary separation from the ser
vice of the employerconstitutes wages regardless of whether
the employer is legally bound by contract, statute or otherwise
to make such payments.

(10) Any amount deducted by an employerm the remu
neration of an employe is considered to be a part of the
employe’'sremuneration and is considered to be paid to the
employeas remuneratioat the time the deduction is made. It is
immaterialthat any act or law requires or permits such deduc
tions.

(11) The term “wages” includes the amount paid by an
employeron behalf of an employe, without deduction from the
remuneratiorof or other reimbursement from the employe, on
accountof any tax imposed upon the employe by any taxing
authority.

(12) The value of any meals or lodging furnished to an
employeby an employer is not subject to withholding if the
value of the meals or lodgings excludable from the gross
incomeof the employe under the provisions of the interea¢
nuecode, as defined in s. 71.01 (6), Stats.

(13) Ordinarily, facilities or privileges, such as entertain
ment, medical services, or so—called “courtesy” discounts on
purchasegurnished or dered by an employer to employes gen
erally, are not considered as wages subject to withholditigg if
facilities or privileges are of relatively smallalue and are
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offeredor furnished by the employer merely as a means of pro
moting the health, good will, contentment orfiefency of
employes.

(14) Tips or gratuities paid directly to an employe by a-cus
tomerof an employerare excepted from withholding only if the

DEPARTMENT OF REVENUE

Tax 2.93

(3) (a) Efective April 1, 1979, ammployemay enter into
awritten agreement with his or her employewithhold a lesser
amountof tax than indicated in thgithholding tax tables, if the
employe determines the lesseamount approximates the
employe’santicipated income tax liability fathe year Form

tips are non—cash tips or if the cash tips received during the WT—4A, “Wisconsin Employe \ithholding Agreement”, shalll

courseof a month are less than $20.

(15) Withholding is not required:

(&) Upon amounts paid to an employe by #raployes
employerunder awage continuation plan for a period during
which the employe isbsent from work on account of personal
injuries or sickness if such amounts are exempt from witkhold

be used for this purpose and a completed copy of the form shall
be sent by the employe tioe department within 10 days after it

is filed with the employerlf the employe fails to notifithe
departmentvithin the required 1@days, he or she shall be sub
jectto a penalty of $10, as provided by s. 71.20 (22) (c), Stats.

(b) The agreement between the employe and employer shall

ing taxation under the internal revenue code, as defined in s.Perenewed each yedfor calendar year taxpayers, the agree

71.01(6), Stats.

(b) When, as provided by s. 71.@9, Stats., an employe eer
tifies to an employer that the employe incurred no liability for
incometax for the precedingpxable year and anticipates not
incurring a liability for the current taxable year

Note: Section ax 2.90 interprets ss. 71.63 and 71.66 (3), Stats.

History: Cr. RegisterJanuary 1963, No. 85,fe-1-63; r and recr(12), cr
(15), RegisterMarch,1966, No. 123 éf4-1-66; am. (2), (14) and (15), Register
July, 1978, No. 271, &8-1-78; am. (1), (4), (5), (8), (12), (13) and (15), Register
July, 1989, No. 403, &f8-1-89.

Tax 2.91 Withholding; fiscal year taxpayers.
(1) Exceptas provided in sub. (2), amounts withheld pursuant
to ss. 71.64 and 71.67, Stats., in any calendar year lsball
allowedas a credit for the taxable year beginrimthe calendar
year.If more tharmone taxable year begins in a calendar,ytbar

mentexpires on April 30 of the year immediately following the
yearin which it was entered into. For fiscal year taxpayers, the
agreemenexpires 4 months following the closé the fiscal
yearin which entered into.d'renew the agreement, an employe
shallprovide a new form WT—4A to his or her employer and sub
mit a copy of thecompleted form to the department as provided
in par (a). If a new form WT-4A is executed before the expira
tion dates described in this paragraph, it shall supersede the pre
vious agreement.

(c) If the department determines that an agreement is incom
plete,incorrect, or wouldesult in an instiicient amount of tax
beingwithheld, thedepartment may void the agreement by-noti
fication to the employer and employe.

(d) Section 71.20 (16), Stats., provides that any empitye
entersinto an agreement with the intent to defeaevade the

amountshall be allowed as a credit for the last taxable year properwithholding of tax, shall be subject to a penalty equal to

beginningin that calendar year
(2) Any employe who reports income for taxatiorthe state

the difference between the amount required to be withheld and
the amount actually withheld for the period that theorrect

of Wisconsin on a taxable year other than the calendar year shalagreemenwas in efect.

beallowed as a credit for the fiscal year amounts withheld by his

or her employer in the fiscal yearovided the employgon or
beforethe end of the first month following the close of the fiscal
year,shall voluntarily furnish the employe with 2 legible copies

(e) Under s. 71.20 (22) (e), Stats., any employe who willfully
suppliesan employer with false or fraudulent information
regardingan agreement with the intent to defeat or evade the
properwithholding of tax may bémprisoned not more than 6

andthe department of revenue with one legible copy of a written monthsor fined not more than $500, plus the costs of presecu

statementadapted to the fiscal yedyut otherwise consistent

tion, or both.

with the written statement referred to in ss. 71.65 (1) and 71.71  Note: Forms WT-4 and WT-4A may be obtained by mail requeafisaonsin
(1), Stats., and the employe files a copy of the statement alongbepartmenof Revenue, B. Box 8903, Madison, Wi 53708.

with the fiscal year return.

Note: Section ax 2.91 interprets ss. 71.64, 71.65 (1), 71.67 and 71.71 (1), Stats.

History: Cr. RegisterMarch, 1963, No. 87, #-1-66; am. RegisteFebruary
1975,No. 230, eff 3—1-75; am. Registeduly, 1989, No. 403, &f8-1-89.

Tax 2.92 Withholding tax exemptions. (1) An
employemay claim thesame number of withholding exemp
tionsfor Wisconsin as are allowable for federal withholding pur
poses.The maximunrmumber of federal exemptions allowable
is computed by completing federal form W-4, “Employs’
Withholding Allowance Certificate.” An employe claiming the
samenumber of exemptions for both state and fedeugboses
is not required to complete a form WT-4, “Emplay/&iscon-
sin Withholding Exemption Certificate.” An employe who
claimsa diferent number of withholding exemptions foridA/
consinthan for federal withholding purposes shall prowiite
or her employer with a completed form WT-4.

(2) An employe who had incurred NMgisconsin income tax
liability for the preceding taxable year and anticipates no-liabil
ity for a current taxable year shall &eempt from withholding
if the employe provides his ber employer with a completed
form WT-4, “Employes Wsconsin Wthholding Exemption
Certificate” which shows a claim for totaxemption. For this
purposea tax liability is “incurred” if the employe had for the
precedingyear or anticipates for the current yeamet Viscon-
sinincome tax due, i.e., gross tax less personal exempiions
a Wisconsin return. If an employe is married, thést@nsin
marital property laws for tax computation shall be considered in
determiningif the employe may claim this exemption.

Note: Section &x 2.92 interprets ss. 71.66 and 71.83 (1) (a) 5. and (b) 4. and
(2) (a) 5., Stats.

History: Cr. RegisterNovember1977, No. 263, €f12-1-77; am. (1) and (2),
cr. (3), RegisterSeptemberl983, No. 333, &/10-1-83; am. (1), (2and (3) (c),
RegisterJuly, 1989, No. 403, &f8-1-89.

Tax 2.93 Withholding from wages of a deceased
employe and from death benefit payments. (1) Gen-
ERAL. Section 71.64 (1) (a), Stats., requires employers te with
hold Wisconsin income tax from payments of wages “to an
employe”. Various types of payments are madéht estate or
to beneficiaries of a deceased employe which resulted from the
deceasegersons employment. The department shall follow the
federalinternal revenue servicepolicy in determining whether
withholding of income tax is required from these payments.

(2) PAYMENTS SUBJECTTOWITHHOLDING. An uncashed check
originally received by a decedent prior to the date of death and
reissuecsubsequently to thdecedens personal representative
shallbe subject to withholding of &Eonsin income tax.

(3) PAYMENTS NOT SUBJECTTO WITHHOLDING. The following
typesof payments to a decedengersonal representative or heir
shallnot be subject to withholding of i¢onsin income tax:

(a) Payments representing wages acctaeble date of death
but not paid until after death.

(b) Accrued vacation and sick pay

(c) Termination and severance pay

(d) Death benefits such as pensions, annuitieslstiibu
tionsfrom adecedens interest in an employsrqualified stock
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bonusplanor profit sharing plan, as provided in s. 71.63 (6) (j),
Stats.
Note: Section ax 2.93 interprets ss. 71.63 (6) (j) and 71.64 (1) (a), Stats.
History: Cr. RegisterFebruary1978, No. 266, &3-1-78; am. (1) and (3) (d),
RegisterJuly, 1989, No. 403, &f8-1-89.

Tax 2.935 Reduction of delinquent interest rate
under s. 71.20 (5) (c), Stats. (1) PRoceDURES. The secre
tary may reduce the delinquent interest rate from 18% to 12%
peryear when the secretary determinesréuction fair and
equitable if the person from whom delinquent taxes are owing:

(a) Requests theeduction in writing, addressed to thésw
consinDepartment of Revenue, DelinquemiXTCollection Sys
tem,PO. Box 8901, Madison, WI 53708.

(b) Clearly indicates why it is fair and equitable for thte

WISCONSINADMINISTRATIVE CODE

code séwtp://docs.legis.wisconsin.gov/code/admin_code

32

theyare for federal income tax purposes, except as provided in
sub.(3).

(3) STATE TEACHERSRETIREMENTSYSTEM. (&) Tx—sheltered
annuity benefits received by retired teachers on and aftes
ary 1, 1974, shall be included in taxable income shbtraction
modification from federal adjusted gross income may be
allowed,except as provided in pdb).

(b) If a school system purchased a tax—sheltered annuity for
an employe prior to January 1, 1965, and the employe gaid
Wisconsinincome tax on theax—sheltered annuity deposit
whichwas used to pay the 1964 annyitgmium, a subtraction
modificationunder s. 71.05 (6) (b) 3., Stats., shall be allowed for
the tax—sheltered annuity benefitsceived on or after January
1, 1974, which are included in federal adjusted gross income and
uponwhich the employe previously pagédWsconsin income

of interest to be reduced. Information regarding one or more of tax. The allowable subtraction modification tise amount of

thefactors under sub. (2) may be indicated.

(c) Is current in all return and report filings and tax payments
for all matters other than the delinquencies for which interest
reductionis being sought.

(d) Pays the withholding taxes, reduced amournbigfrest
andany penalties associated with them within 30 days of receiv
ing notice from the department of the reduction.

(2) FACTORSFORSECRETARY'SCONSIDERATION. In determin
ing whether an interesate reduction is fair and equitable, the
secretarymay consider the following factors:

(a) The taxpayes prior record of reporting and payment to
the department.

(b) The taxpayes financial condition.

depositon which the Wéconsin tax was previously paid less that
portion, if any, of the tax—sheltered annuity benefits excludable
from Wisconsin taxable income because of receipt pridatm
ary1, 1974.

Examples: In each example belpwssume the employe isaxpayer who files
taxreturns on a calendar year basis.

1) An employe made a deposit of $200 for the purchase of a tax—sheltered annu
ity in 1964, and thismount was included in i8¢onsin taxable income. When the
employeretires after December 31, 197Zubtraction modification under s. 71.05
(6) (b) 3., Stats., is permitted for the first $200 of tax—sheltered annuity benefits
re”ceivedd.AII subsequent benefits are taxable with no subtraction modification
allowed.

2) An employe made a deposit of $300 for the purchase of a tax—sheltered annu
ity in 1964, and this amount was included ins¥dnsin taxable incoméhe
employeretired prior to January 1, 1974, and $120 of the benefits received were
not included in Wsconsintaxable income. A subtraction modification under s.
71.05(6) (b) 3., Stats., is permitted for the next $180 ($300 — $120) received after

(c) If the taxpayer is a natural person, any circumstances DecembeB1, 1973All subsequent benefits are taxable with no subtraction-modi

which may have prevented payment such as déaibrison
ment, hospitalization or other institutionalization.

fication allowed.

3) An employe made a deposit of $160 for the purchase of a tax—sheltered annu
ity in 1964, and this amount was included ins¥dnsin taxable incomé&he

(d) Any unusual circumstances which may have caused theemployeretired prior to January 1, 1974, and treated $200 dfethefits as nontax
|

taxpayerto incur the delinquency or prevent its payment.
(e) Any other factor which the secretary believes pertinent.

(3) DETERMINATION NOT APPEALABLE. The secretarg’deter
minationunder this rule is not appealable.
Note: Section ax 2.935 interprets s. 71.20 (5) (c), Stats.

History: Cr. RegisterFebruary1979, No. 278, &f3-1-79; am. (1) (intro.),
RegisterSeptemberl983, No. 333, &f10-1-83.

Tax 2.94 Tax-sheltered annuities. (1) GENERAL. (a)
Paymentdor a tax—sheltered annuity purchased for an employe
by a public school system bl an exempt educational, charita
ble or religious oganization, which are excludable from the
employe’sgross income in the year of payment under s.(8P3
of the internal revenue code, are also excludablldryear of
paymentfor Wisconsin income tax purposes.

Note: The exclusion from gross income as provided in sub. (1) (deistiet
Januaryl, 1965, when W¥consin adopted the internal revenue code as the basis for
computingWisconsin taxable income. Payments prior to January 1, 1965, were
taxablefor Wisconsin income tax purposes.

(b) All benefits paid under tax sheltered annwdontracts,
including withdrawals, death benefits or annuities, are included
in federal taxable income when receiv@tie Wsconsin treat
ment is described in subs. (2) and (3).

(2) MILWAUKEE CITY AND COUNTY EMPLOYE AND STATE
TEACHERS RETIREMENT SYSTEMS. Normal retirement benefits

ablefor Wisconsin income tax purposes. All the benefits received after December
31,1973, are taxable with no subtraction modification allowed.

Note: Section Bx 2.94 interprets s. 71.05 (1) (a), Stats.

History: Cr. RegisterApril, 1978, No. 268, &5-1-78; r (1) (a) and (3) (b),
renum. (1) (b), (c) and (3) (c) to be (1) (a), (b) and (3) (b) and am. (a) afd,(3)
am.(2) and (3) (a), Registelune, 1991, No. 426,fe7-1-91.

Tax 2.95 Reporting of instalment sales by natural
persons and fiduciaries. (1) GENERAL. The Wsconsin tax
treatmenbf instalment sales by natural persons and fiduciaries
is determined under the internal revenue codef@tetinder s.
71.01(6), Stats. Instalment salesy be made of either real or
personabproperty Because for \lgconsin purposes, at the time
of the sale, the seller may be either a resident or nonresident, and
the property may be realty or personatiyngible or intangible,
andmay be located within or without@¢onsin, special situa
tions that are not addressed time internal revenue code may
arisewhich afect the reporting of the sale.

(2) SiTus oF INcoME. Under s. 71.04 (1) (a), Stats., all
incomeor loss of resident individuals shall follow the residence
of the individual. A nonresiderstincome or loss derived from
the sale of reaproperty or tangible personal property follows the
situs of the property Interest income of a nonresident and
incomefrom the sale of intangible personal property follows the
individual's residence.

(3) TAXATION OF PROCEEDSROMINSTALMENT SALE OF INTAN -

receivedirom systems enumerated in s. 71.05 (1) (a), Stats., areGIBLE PERSONALPROPERTY. (&) Resident sellerlf the seller is a

exempt as provided by that section. The exemption is limited to
paymentsrom the accounts of those persaviso were mem

Wisconsinresident, the portions of each instalment payment that
representgain andinterest income from the sale which are

bersof any of the systems on December 31, 1963, or who werereceivedwhile the seller is a resident of this state taxable by

retiredfrom any of the systems on or before December 31, 1963.

However,benefits received frorax—sheltered annuity deposits
describedn sub. (1) administered by these systems do not qual
ify for the exclusion from Vgconsin taxable income provided
by s. 71.05 (1) (a), Statsa¥—sheltered annuity benefits shall be
includedin gross income fawisconsin income tax purposes as
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Wisconsin.If the resident seller abandongsébnsindomicile
and establishes residence in another state, neither the gain nor
interestpayments received while a nonresident is taxable by
Wisconsin.

(b) Nonresident sellerf the seller is no& Wisconsin resi
dent,the portions of eacimstalment payment that represent gain
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andinterest income from the sale are not taxable scvisin.

If the seller subsequently becomesiaddhsin resident after the
sale, the portion of each instalment payment received after
becominga Wisconsin resident representing gamot taxable

by Wisconsin, but the portion representing interest on the instal
mentnote is taxable by Wconsin.

(4) TAXATION OF PROCEEDSFROM INSTALMENT SALE OF REAL
PROPERTYOR TANGIBLE PERSONAL PROPERTY. Upon the sale of
real property or tangible personal property reported under the
instalmentmethod:

(a) Wisconsirproperty. 1. If the property is located inigy
consinand the seller is a Mtonsin resident, the portion of each
instalmentpayment that represents gain and interest income
from the sale is taxable byig¢onsin.

2. If the property is located in ¢onsin and the seller is not
a Wisconsin resident, the portion of each instalmzmtment
thatrepresents gain is taxable bysdbnsin. Interest income of
anonresident imottaxable by Visconsin.

(b) Out-of-state poperty. For property located outsidei¥¥
consinwhich is sold in taxable year 1975 or thereafter:

1. If the sale occurs while the seller is &sW¥énsin resident
andthe seller is a \¥consin resident at the time instalment-pay
mentsare received, the portions of each of these instalment pay
mentsthat represent gaiand interest income from the sale are
taxableby Wisconsin. Howeveliif the seller no longer is\&fs-
consinresident when instalmepayments are received, the por
tions of each of these instalment payments that repregent
andinterest income from the sale are not taxable scvisin.

2. If the sale occurs while the seller is not s&tnsin resi
dentand the seller is a Mtonsin resident at the time instalment
paymentsare received, the portion of eacltlué instalment pay
mentsthatrepresents gain is not taxable bis€énsin, but inter
estincome from the sale is taxable. HoweVkthe seller is not
a Wisconsin resident at the time instalment paymearts
receivedthe portionof each of these instalment payments that

represengain and interest income from the sale are not taxable

by Wisconsin.

Note: Fortaxable years prior to 1975, s. 71.07 (1), Stats., provided thaiser W
consinincome taxation purposes, income or ldssved from the sale of real prop
erty or tangible personal property followed the situs of the pradetgrest income
andincome or loss from the sale of intangible personal property followed the indi
vidual's residence. Therefore, if real propestytangible personal property which
was located outside €onsin was sold on the instalment method prior to taxable
year1975:

DEPARTMENT OF REVENUE
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Wisconsin
Income
1990- Selling price $140,000
Wisconsin adjusted basis 70,000
Gross profit $70,000
Gross profit percent 50%
Down payment received $40,000
Profit reportable (50% x $40,000) 20,000 $20,000
Total Wisconsin Income $20,000
1991- Payment on principal received $60,000
Profit reportable (50% x $60,000) 30,000 $30,000
Interest received 4,000 -0-
Sale of instalment obligation:
Selling price 45,000
Less basis — unpaid balance of
$40,000 less unpaid profit due
of $20,000 ($40,000 x 50%) 20,000
Gain on sale of instalment
obligation ($45,000 - $20,000) 25,000 25,000
Total Wisconsin Income $55,000

Note: Section Bax 2.95 interprets ss. 71.01 (6) and 71.04 (1) (a), Stats.
History: Cr. RegisterJanuary1979, No. 277, &2-1-79;r. and recr(2) and
(5) (b) 2.a. and b., am. (4) (a) and (b), (5) (b) 1.a., RegBtptember1 983, No.
333, ef. 10-1-83; rand recr(1), r (2), (3) (a), 5. (b) 1. (intro.), a. and b., renum.
(3) (b) to be (2) and am., renum. (4) to be (3) and am., renum. (5) ({ajrto)be
(4) (intro.) (a.), renum. (5) (b) 2. (intro.) a. and b. to be (4) (b) (intro.) 1. and 2. and
am.,renum. (6) to be (5) and am., RegisMarch, 1991, No. 423, e#4-1-91.

Tax 2.955 Credit for taxes paid to other states.
(1) DerinimioN. In this section, “state” means the 50 states of
the United States and the District of Columbia, but does
includethe commonwealth of Puerto Rico or the several territo
riesorganized by Congress.

(2) CrepITSALLOWABLE. (a) Excepts provided in sub. (3),
anincome tax credit may be claimed by as@énsin resident
individual, estate, or trust for any net minimum tax or incdaxe
paid to another state upon income of the individual, estate or
trusttaxable by that state.

(b) Except as provided in sub. (3), an income tax cradit
be claimed by a Wconsinresident shareholder in a tax—option

1) The portion of each instalment payment that represents gain is not taxable by(S) corporation for any net minimum tax, income taxfran-

Wisconsinregardless of whether the seller is a resident or nonresidefis@iin
atthe time payments are received, regardless of whether the paymeateared
in 1975 or in any subsequent year

2) The portion of each instalment payment that represents inter@ste is tax
ableby Wisconsin if the selleis a Wsconsin resident at the time payments are
received.If the seller is a nonresident ofi@onsin at the time payments are
receivedthe interest portion is not taxable bysabnsin.

(5) TAXATION OF PROCEEDS FROM SALE OF INSTALMENT
OBLIGATION. If the sale of an instalment obligation, i.e., an4indi
vidual's right to unpaid instalments from the sale of property
occurswhile the seller is a Wconsin resident, gain or loss on
the saleis taxable by Wéconsin. Internal revenue code s. 453B
providesthat any gain or loss resulting from the disposition of
an instalment obligation shall be considered as resulting from
the sale or exchange of the property in respect of which the
instalmentobligation was received. Therefore, if the sale of an
instalmentobligation occurs while the seller is not aséénsin
resident, gain or loss on the sale is taxable 3c@visin where
theinstalment obligation resulted from the sale of real property
or tangible personal property located insd@bnsin.

Example: In 1990 an lllinois resident sellsi¥¢onsin real estate for $140,000.
Theadjusted basis of the property is $70,000 which results in a gross profit percent

chisetax paid by that shareholder to another state omeasured
by income of the tax—option (S) corporation.

(3) CrREDITSNOTALLOWED. An income tax credit may not be
allowedfor:

(a) Income tax paid to lllinois, Indiana, Kentughgichigan
or Minnesota on personal service income earned in these states
includedunder a reciprocity agreement.

Note: Refer to s. @x 2.02 for information concerning reciprocity

(b) Minimum tax or income tayaid to another state on
income considered neithéaxable income for Wconsin tax
purposesnor a tax preference item in the computation of the
Wisconsinminimum tax.

(c) Minimum taxpaid to a state which does not classify the
minimumtax as an income tax.

(d) Income tax paid to a countjty, village, town or foreign
country.

(4) How 1O cLAIM A cREDIT. The amount of income tax
credit claimed shall be entered on the line provided for net
incometax paid to other states oni¥¢onsin income tax return

ageof 50%. The seller receives a down payment of $40,000 and an instalment noteform 1 orform 1NPR. The credit may not exceed thsadnsin

of $100,000 for the balance. In 1991, after receiving a $60,000 payment on-the prin
cipal plus interest of $4,000, the instalment obligation is sold for $45,000. The sell
er's Wisconsin taxable income from these transactions is as follows:

nettax. To support the credit claimed, the following information
shallbe attached to form 1 or form 1NPR:
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(a) For a Wsconsin resident individual, estate, or trust, attach
copiesof the other state’income tax return and the wage state
ments,if any, to the Wsconsin income tax return.

(b) For awWisconsin resident shareholder in a tax—option (S)
corporationthe federal subchapter S status of which is recog
nizedby the other state:

1. If a Wisconsin resident shareholder files an individual
incometax return with that state, attach a copy of the otherstate’
incometax return to the Wgconsin income tax return.

2. If the corporation files a combinext composite return
with that state on behalf of its shareholders who are nonresident
of that state angays the tax on their proportionate share of the
income earned there, attach to ths&nsin income tax return
eithera copy of the igconsin schedule 5K-1 on which is shown
the shareholdés share of tax paid to that state, or a letter as pro
videdin par (d).

3. If the corporation files a corporate income or franctaise
returnwith thatstate and pays tax on or measured by income
earnedhere that is attributable to its shareholders who are non
residentsof that state, attach to theidtlonsin income tax return
eithera copy of the igconsin schedule 5K-1 on which is shown
the shareholdés share of tax paid to that state, or a letter as pro
videdin par (d).

(c) For a Wsconsin resident shareholder in a tax—option (S)
corporation the federal subchapté&rstatus of which is not rec
ognized by the other state, if the corporaparysan income or
franchisetax on or measured by the incosarned there, attach
to the Wisconsin income tax retusithera copy of the gcon-
sin schedule 5K-1 on which is shown the sharehtddgrareof
tax paid to that state, or a letter as provided in @Br

(d) If the tax—option (S) corporatids not subject to §con-
sin’sincome or franchise tax, ai¥¢onsin resident shareholder
shallattach to the lgconsin income tax return a letter provided
by the corporation in lieu of Wconsin schedule 5K-1 as
requiredin pars. (b) 2. and 3. and (c). The letter shall include a
scheduleshowing the shareholderproportionate share of the
itemsof income taxable by that state, the adjusted gross income
andthe net tax paid.

(5) YEARIN WHICH TO CLAIM INCOME TAX CREDIT. Thecredit
for income tax paid to another state shall be claiorethe Ws-
consinreturn for theyear in which the out-of-state income is
consideredaxable Visconsin income.

Example: A Wisconsin resident receives income of $4,000 in 1992 feortal
propertylocated in lowa. The person files a 1992 declaration of estimated tax
$200with lowa, with $150 of estimated tax payments being made in 1992 and the
fourth quarter payment of $50 being made in January 1993. The lowa income of
$4,000 is reported as income on the 1992 lané Wsconsin returns. The 1992
lowa income tax return shows the following:

1992 lowa Return

lowa Rental Income $4,000
lowa Net Bx $ 185
Estimated @x Payments 200
Refund $ _15

Thetaxpayer may claim a credit for net income tax paid to other states of $185

onthe 1992 Wisconsin return, even though a part of the tax was paid in 1993.

Note: Section Bx 2.955 interprets s. 71.07 (7), Stats.

History: Cr. RegisterDecemberl978, No. 276, &f1-1-79; am. (4) (b), Regis
ter,January1981, No. 301, &2-1-81; r (2) (a) andb), (3) (b), am. (2) (c), (3)
(d) and (4), renum. (3) (c) to be (3) (h)and recr(5), RegisterSeptember1983,
No. 333, ef. 10-1-83; am. (1), (2), (3) (a) and (b), (4) (intro.), renum. (3) (cv) to
be(3) (d), cr (2) (b), (3) (c), (4) (c) and (d),and recr(4) (a) and (b), Registelune,
1990,No. 414, eff 7-1-90; am. (3) (intro.), (a), (4) (b) 2., 3., (c) and (d), Register
April, 1993, No. 448, éf5-1-93.

Tax 2.956 Historic structure and rehabilitation of
nondepreciable historic property credits. (1) PURPOSE.
This section clarifies the phrasgrst applies . .. for projects
begunafter December 31, 1988&s used in the initial applica
bility of s. 71.09 (12p) and (12q), Stats., as created by\Wa87
Acts 395 and 399, respectivelyhe initial applicability is pro
videdin section 71 of Act 398nd in section 3203 (47) (mp) of
Act 399.
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(2) DerINITION OF “BEGUN". In the initialapplicability of s.
71.09(12p) and (12q) Stats., the date a project is “begun” means
the date onwhich the physical work of rehabilitation cem
mencesThe physicalvork of rehabilitation commences when
actualconstruction, or destruction in preparation for construc
tion, commences. Theerm “physical work of rehabilitation,”
however,does not include preliminary activities such as plan
ning, designing, securing financing, exploring, researching,
developingplans and specifications, or stabilizing a building to
preventdeterioration, such as placing boaod®r broken win

ows.
éj Note: Section &x 2.956 interprets ss. 71.07 (9m) and (9r), 71.28 (6) and (7) and
.47(5) and (6), Stats.
History: Emeg. cr 12-28-88; crRegisterJune, 1989, No. 402,fe7-26-89.

71

Tax 2.96 Extensions of time to file corporation
franchise or income tax returns. (1) DUEDATES. (a) Gen-
eral. Except as provided in pab), corporation franchise or
incometax returns, forms 4, 41, 5 and 5S are due on or before the
15thday of the 3rd month following the close of a corporasion’
taxableyear and form 4T is due on or before the 15th day of the
5th month following the close of the corporatisitdxable year
unlessan extension of time for filing has been granted.

(b) Short—period eturns. Corporation franchise or income
tax returns for periods of less than 12 morgtesdue on or before
thefederal due date.

(2) ExTENSIONS. (@) The automatic extension to 30 days
after the federal due datdf anautomatic six-month extension
of time has been allowed for filinthe corresponding federal
incometax return under the internal revenue code, an automatic
extensionuntil 30 days after the federal extended due date shall
be allowed for filing the Visconsin return. A copy of federal
extensionform 7004 shall battached to a Wconsin franchise
or income tax return filed under the federal automatic 6—month
extensionprovision for the Wsconsin return to beonsidered
timely filed.

Note: The additional 30-day extension allowed to corporations having a federal
extensiorfirst applies for taxable years beginning on January 1, 1993easila
of the enactment of 19938V Act 199.

(b) The30-day 3—month or 6-month extensiorofn depart
ment. As an alternative to the extension in.[gay, a corporation
may obtain an extension from the department for a period not to
exceed30days, or not to exceed 3 months in the case of a foreign
corporationthat does not have arfige or place of business in
the United States, or not to exceed 6 months in the case of a coop
erativefiling a return or a domestic international sales corpora
tion, if the extension is requested prior to the original due date
of the return. A request for a 30-d@&#month or 6-month
extensionform 1C-830, from the department shall be filmd
the taxpayer prior to the original due date of the tax return.
Requestdor extensions shall be mailed to the address specified
by the department on form IC-830 or delivered to the depart
ment.

Note: The 3—-month extension allowed to foreign corporationsdbatot have
an office or place of business in the United States first applies for taxable years
beginningon January 1, 1992, as a result of the enactment of 1891A¢ 39.

(c) Estimated tax paymen taxpayer whalesires to mini
mize interest chages during the extension period may pay the
estimatedax liability on or before the original due date of the
franchiseor income tax return. This shall be done by attaching
aremittance to a corporation estimated tax voydbem 4-ES,
andmailing them to the address specified by the department on
theform 4-ES. The estimated tax liability includes the tempo
rary recycling surchare imposed under s. 77.93, Stats.

Note: The inclusion of the temporary recycling surdfeain the estimated tax
liability first applies for taxable years beginning on January 1, 19%4resslt of
theenactment of 1993 &/ Act 16.

(d) Federal termination orefusal to grant extensiorif the
internalrevenue service terminates or refuses to grant an-exten
sion, the correspondingVisconsin franchise or income tax
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returnshall be filed on or before 30 dagfter the date of ter
minationfixed by the internal revenue service.

(3) INTERESTCHARGESAND LATE FILING FEES. (a) Regular
interest. Except as provided in pdb), additional tax duwith
the complete return and the temporary recycling sugshar
imposedunder s. 77.93, Stats., which a paid by the original
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(3) PERSONSELIGIBLE FOR THE CREDIT. (@) Except as pro
videdin pars. (b), (c) and (d), a person who has a qualifying child
for the taxable year may claim the earned income credit.

(b) A person may not claim the earned income credit for the
taxableyear if the person is the qualifying child of another
sonfor that taxable year

duedate are subject to interest at 12% per year during the-exten Example: You and your daughter lived with your mother during the taxable

sionperiod and 1 1/2% per month from the end of the extension

perioduntil the date of payment.

Note: The 12% per year interest charduring the extension period for tempo
rary recycling surchaye not paid by the original due date first applies for taxable
yearsbeginning on January 1, 1993, as a result of the enactment of 1998cV
16.

(b) Delinquent inteest. If 90% of the tax shown on the
return,form 4, 41,5 or 5S, is not paid by the 15th day of the 3rd
monthor, for form 4T, by the 15th day of the 5th month begin
ning after the end of the taxable ygiledifference between that
amountand the estimatedxes paid along with any interest due

is subject to interest at 1 1/2% per month until paid regardless of

any extension granted for filing the return. The stwwn on the
return includesthe temporary recycling surclggr imposed
unders. 77.93, Stats.

Note: 1) The imposition of delinquent interest duritige extension period
appliedfor 1987 and prior taxable years and was reinstated by 188RW 31,
effective for taxable years beginning on or after January 1, 1990.

2) The requirement to include temporary recycling sugghaayments the tax
shownon the return first applies for taxable years beginning on Janua§p4,
as a result of the enactment of 199BVAct 16.

(c) Late filing fee. A corporation return filed after trexten
sionperiod is subject to a $30 late filing fee.

Note: 1) Refer to s. 71.83 (3), Stats. 2) For franchise or income tax returns with
anoriginal or extended due date before JulyZdB5, the late filing fee was $10.
3) The latefiling fee was increased to $20 for returns 60 or more days late by 1985
Wis. Act 29, efective for franchise or income tax returns with an original or
extendeddue date on or after July 20, 1985. 4) The late filing fee was increased
to $30 by 1991 Wé. Act 269, efective for assessments, determinations or other
actionstaken on or after May 1, 1992.

(4) CoNSOLIDATED RETURNS. Because \gconsin does not
permitthe filing of consolidated returns, a copy of the automatic
federalextension, form 7004, shall be attackethe Wsconsin
franchiseor income tax return of each member of diliafed
groupfiling a Wisconsin tax return.

Note: Section Bx 2.96 interprets ss. 71.24 (7) and 71.44 (3), Stats.

History: Cr. RegisterFebruary1978, No. 266, &f3-1-78; am. (1), (2) (a) and
(c), (3) (a) and (c), (4) and (5), RegistBeptemberl 983, No. 333, &f10-1-83;
am. (1), (2) (a) and (b), (4) and (5)(2) (c), renum. (2) (d) to b@) (c), Register
February,1990, No. 410, €3-1-90; r and recrRegisterDecember1995,No.
480, ef. 1-1-96.

Tax 2.97 Earned income credit eligibility . (1) Gen-
ERAL. Under s71.07 (9¢) (ad), (ah), (ap) and (at), Stats., certain
personsmay claim an earned income credit based on the per
son’searned income or federal adjusted gross income.

(2) DeriNiTIONS. In this section:
(a) “Earned income” means:
1. Wages, salaries, tips and other employe compensation.

2. The amount of th@ersons net earnings from self-
employmentor the taxable year within the meaning of section

1402 (a) of the internal revenue code, but net earnings shall be

determinedwith regard to the deduction allowed to fherson
undersection 164 (f) of the internal revenue code.

(b) “Quialifying child” means, with respect to any person for
anytaxable yearan individual:

1. Who meets the relationship test described in sub. (5) (a).
2. Who, except as provided in sub. (5) (a) 3., has the same

principal place of abode as the person for more than oneehalf
thetaxable year

3. Who meets the age requirements of sub. (5) (b).

4. Whom the person properly identifies under the require
ments of sub. (5) (c).

year.Both you and your mother meet all the requirementgh®earned income
creditfor the taxable year

Your daughter is your qualifying chil@&oth you and your daughter are qualify
ing children of your mother

You cannot take the earned income credit because you are your'mqtreify-
ing child.

(c) If 2 ormore persons would be treated as eligible for the
creditwith respect to the same qualifying child for taxable years
beginningin the same calendar yeanly the person with the
highestfederal adjusted gross income for the taxable yesar
claim the earned income credit with respect to goalifying
child.

Example: You and your 5-year—old son moved in with your mother in April.
You are not a qualifying child of your moth&our son meets the conditionsite
aqualifying child for both you and your moth¥our federakdjusted gross income
for the taxable year was $7,080d your mothés was $14,000. Since your moth

er’s federaladjusted gross income was highemnly your mother may claim the
earnedncome credit with respect to your son.

(d) A person who claims the foreign earned income exclu
sionunder section 91of the internatevenue code for the tax
ableyear may not claim the earned income credit.

(4) EARNED INCOME COMPUTATION. (&) The earned income
of a person shall be computed without regard to any marital
propertylaws.

(b) No amount received as a pension or annuity may be taken
into account in computing earned income.

(c) No amount to which section 871 (a) of the internalreve
nue code applies, relating to income of nonresident alien indi
vidualsnot connected with UniteSitates business, may be taken
into account in computing earned income.

(5) “QUALIFYING CHILD” REQUIREMENTS. (a) Relationship
test. 1. An individual bears a relationship to the person if the
individual is any of the following:

a. A son or daughter of the person, or a descendant of. either

b. A stepson or stepdaughter of the person.

c. An eligible foster child of the person.

2. Subdivision 1 does not apply to any individual who is
marriedas of the end of the perssnaxable year unless ther
sonis entitled to a deduction undsection 151 of the internal
revenuecode for that taxable year with respect to the individual
or would beso entitled but for paragraph (2) or (4) of section 152
(e) of the internal revenue code.

3. For purposes of subd. 1.c., an eligible foster child is an
individual not described in subd. 1.a or b. who:

a. The person cares for as the peisomwn child.

b. Has the same principal place of abode as the person for
the persors entire taxable year

4. A child who is legally adopted or who is placed with a per
sonby an authorized placement agency for adoption by the per
sonshall be treated as a child by blood.

(b) Agerequirements.An individual meets the requirements
of this paragraph if the individual meets any of the following
conditions:

1. Has not attained the age of 19 as of the end of the calendar
yearin which the taxable year of the person begins.

2. Is a student as defined in section 151 (c) (4) of the internal
revenuecode who has not attained the age of 24 as of the end of
the calendar year

3. Is permanently and totally disabled as defineskiction
22 (e) (3) of thanternal revenue code at any time during the tax
ableyear
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(c) ldentification equirements. The requirements of this
paragraphare met if, as part of the tax return on which the credit
is claimed:

1. The person provides the name and age of each qualifying
child.

2. In the case of a qualifying child who has attainechthe
of one year beforthe end of the persantaxable yeathe per
sonprovides the taxpayer identification number of the qualify
ing child.

(d) Abode must be in the Unit&fates. The requirements of
sub.(2) (b) 2. and paka) 3. b. shall be met onifythe principal
placeof abode is in the United States.

Note: The provision®f this section are ffctive for taxable years beginning
onor after January 1, 1994, as a result of the enactment of 1i892&/16, which
createds. 71.07 (9¢) (ad), (ah), (ap) and (at), Stats. Prior tertaetment of 1993
Wis. Act 16, the Visconsin earned income credit was based on a percentage of the
federalbasic earned income credit.

Note: Section Bx 2.97 interprets s. 71.07 (9¢e) (ad), (ah), (ap) and (at), Stats.

History: Cr. RegisterJanuary1995, No. 469, &f2-1-95.

Tax 2.98 Disaster area losses. (1) (a) Hurricanes,
fires, storms, floods, and other similar casualtiesy cause per
sonsto sufer losses from damage to property used in a trade or
busines®r for income-producing purposts which insurance
coverage is nominal or nonexistent. Losses sustained from casu
altiesof this kind may be deductible on a federal andsc@hsin
incometax return.

(b) If a taxpayer sustains a casualty lfvem a disaster in an
areasubsequently determined by the president of the United
Statedo warrant federal assistance, section 165 (h) of the inter
nal revenue code gives taxpayers the election to deduldigbe
on the return for the current tax year or on the return for the
immediatelypreceding tax year

(2) (&) The Wsconsin income tax treatment is determined
underthe federal internal revenue cadeeffect under s. 71.22
(4), Stats., for corporatiorend s. 71.01 (6), Stats., for individu
als.

(b) If acorporation or an individual desires to make the-elec
tion after having filed a \lgconsin incoméax return for the pre
cedingtaxable yearthecasualty loss may be claimed by filing
anamended Wgconsin return for that yedio simplify the filing
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of an amended return,i¥¢onsin form 4Xmay be used by cer
porationsand Wsconsin form 1X may be used by individuals.

Note: For taxable years prior to 1987, thésébnsin corporation tax law was
contained in ch. 71, Stats., and was not referenced to the federal law in regard to
disastellosses. Thereforg¢he election provisions in the internal revenue code were
notavailable to corporations forigéonsin franchise and income tax purpdses
thoseyears. The amendmeaitowing disaster losses for corporations was enacted
by 1987 Ws. Act 27.

Note: Section 71.02 (2) (d), 1983 Stats., which definesstibhsin taxable
income,”was renumbered 71.02 (2) (me), 1985 Stats., and amended by K985 W
Act 29, efective with 1986 individual income tax returns filed in taxable year 1987.
Thisamendment is reflected in x12.98. Section 71.02 (2) (me), 1985 Stats., was
againrenumbered, s. 71.01 (16), Stats., by 1983. Wet 312. For 1985 and prior
yearincome tax returns filed in 1986 and prior taxable years, disaster area losses
from damage to property used for personal purposesalsallowed, as an item
izeddeduction, using the provisions in sub. (1) (b) and the individual treatment in
sub.(2) (b).

Note: As an example of Note 2) on March 23, 1976, the president of the United
Stategdeclared that 22 18tonsin counties warranted assistance by the federal gov
ernmentunder the Disaster Relief Act of 1974. This resulted from the damage dur
ing the severe rain and ice storm which occurred March 1 through 12, 18i&6 in
following 22 counties:

Calumet lowa Rock
Columbia Jefferson Sauk
Crawford LaFayette Sheboygan
Dane Manitowoc Vernon
Dodge Milwaukee Walworth
Fond du Lac Ozaukee Washington
Grant Richland Waukesha
Green

An individual who sustained a casualty loss from this disaster in any of these 22
countiesregardless of where that individual resided, could have elected to deduct
theloss on the individuad’ 1975 Visconsin income tax return. The election had to
havebeen made on or before April 15, 1977 for calendar year taxpayers, assuming
the due date for filing the 1975 Mtonsin return was not extended beyduuiil
15, 1977. If the election was not made, the loss was deductilthe taxpayeis
1976return.

Note: Tax 2.98 explains some federal provisioekating to disaster area losses
andhowthe Wisconsin law for individuals conforms to the federal,lbawever
it does not explain all the details regarding casualty losses. Internal Revenue Ser
vice Publication 549, entitled “Condemnations and Business Casualties and
Thefts,”may be helpful in understanding such details as how to deduct a casualty
loss,whatto do if the loss exceeds income, how to adjust the basis of property dam
agedor replaced, how to report the amount received from insurance or other
sourcesand related casualty loss problems.

Note: Section Bax 2.98 interprets ss. 71.01 (6) and 71.22 (4), Stats.

History: Cr. RegisterApril, 1978, No. 268, éf5-1-78; r (2), renum. (3) tde
(2) and am. (2) (a) 1. and (}egister September1983, No. 333, &f10-1-83;

am.(1) (a), r (2) (b), renum. (2) (a) 1 and 2. to be (2)dagl (b) and am., Register
February, 1990, No. 410, éf3-1-90
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